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Efficiency as an Altemative to 
Control 


I. G. Gipson, C.B.E., D.Sc. 
(Chairman of the Meeting) 


- was pointed out in the course of the discussion on the two papers 
on this subject that it was necessary to consider efficiency in its 
vertical as well as in its horizontal aspect ; in other words, to distinguish 
between that raising of the standard which comes from improving 
methods already in operation, and that which comes from devising new 
methods on quite another plane and of quite another level of achievement. 
The latter, the vertical plane, is in the long run far the more important, 
corresponding, for instance, to such revolutionary changes as the substitu- 
tion of steam for sail or of the motor engine for the horse. Such far- 
reaching discoveries arise from creative initiative, regarded up to the 
present just as a gift of the heavens on which the efforts of man can have 
little influence, but without doubt there are means by which it can be 
stimulated and developed. No amount of improvement on the hori- 
zontal plane can approach in its sweeping effect this creative initiative 
when fruitfully exercised and judiciously harvested. Perhaps it makes 
for peace and stability that it does not too often work its revolutions ! 
The papers dealt chiefly with efficiency on the horizontal plane, the 
“ scientific management ”’ or “ rationalization,” to use two ugly but well- 
meant terms, of methods already in use. Undoubtedly this is the problem 
nearest to hand, the task with which administrators are most confronted 
in daily work. Though some suspicion was expressed of scientific 
management, partly because of the taint of its early story and of insufficient 
acquaintance with its later more comprehensive developments, and high 
though the level is to-day in many spheres of public administration 
judged by modern standards, the view was put forward that the art of 
administration is still in its childhood, and that prudent application of 
the principles of scientific management, in particular the application of 
definite measurement, not only in finance in the form of costings but 
also in other spheres, ground not yet much more than scratched, was full 
of promise for results far surpassing any that could be gained by mere 
adoption of rule-of-thumb, however ripe the experience behind it. 
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Efficiency as an Alternative to 
Control 


By Sir H. N. Bunsury, K.C.B. 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


T will be as well to begin by trying to explain what this paper is 
about. 

We have as administrators an inherited and traditional belief in the 
merits of control. If at times the natural man in us rebels against 
being controlled by higher authority, his protests become faint and 
ineffective under the satisfaction of controlling somebody else. The 
general public is of the same mind. When public expenditure is higher 
than the public likes, the demand goes up for more control—by Parlia- 
ment, by Ministers of the Crown, by the Treasury, by any one else who, 
if armed with an axe, is believed to be capable of wielding, or at any rate 
of brandishing the weapon. If some essential public service, supplied 
by private enterprise, is rendered less well or less cheaply than the public 
demands, the natural solution, in the public mind, is to bring its operations 
under some form of public control. 

The history of the great period of financial reform in this country, from 
1832 to 1866, is the history of the steady construction of a system of 
effective financial control in place of the disordered and ineffective 
formalities which had hitherto passed for a financial system. 

Now far be it from me to suggest that the principle of control or any 
particular methods of control are wrong. To an important degree 
administration 7s control, and if administration is necessary, control 
there must be. The object of this paper is rather to place in contrast 
with the idea of control another idea which has of late begun to assert 
its claims with unusual vigour: to set the two conceptions side by side, 
and to consider whether there may not be spheres of administrative 
activity in which the one becomes a rival of the other, and in that sense 
an alternative. ‘‘ The best,’ said Plato, “‘ is enemy of the good.” 

That idea is the idea of efficiency. And here again let me guard at 
once against a possible misunderstanding. It would be absurd to suggest 
that the introduction or strengthening of control has not in the past been 
accompanied by an increase of efficiency; or that there is something 
incompatible between systems of control and efficiency of operation. 
In so far as the orderly conduct of public affairs is more efficient than the 
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Efficiency as an Alternative to Control 


disorderly conduct of those affairs, to that extent the two are at any rate 
compatible with each other. But there are in the world of administration 
regions in which orderliness can be bought at too high a price and is not a 
primary desideratum. These are the regions in which we want, above 
everything else, enterprise, invention, foresight, far-seeing judgment, a 
high standard of personal efficiency of performance ; and these things 
an excess of control tends rather to impair than to create. It is in these 
regions that the idea of control and the idea of efficiency become opposed 
to each other and in which we may find ourselves regarding them as 
alternatives in their practical application to particular cases. In actual 
practice the strengthening of control, and the promotion of efficiency, 
do present themselves, more often than we might at first sight suppose, 
as alternatives, between which a choice has to be made. 

The modern study of industrial efficiency as an art in itself began in 
America towards the end of the nineteenth century, though its origin even 
in that youthful country can be traced back at least to Benjamin Franklin. 
In the generation which has elapsed since F. W. Taylor began to write, 
the movement which he originated has passed through many phases. 
Inspired by engineers, it thought at first of man as a machine and tended 
to forget that he was a human being. It has made mistakes ; soraetimes 
it seemed to have lost its way. It has suffered much from charlatans. 
But all the time it has been learning by its mistakes, enlarging its scope, 
revising and correcting its methods, until it has become the accepted 
method of approach to the problems involved in the organization of human 
effort, and embodies a store of accepted doctrine in relation to those 
problems. I am confident that posterity, looking back on what has 
happened in this sphere in the last thirty years, will regard the scientific 
management movement as a revolution comparable with the industrial 
revolution of the nineteenth century. 

Now the basic idea underlying the scientific management movement 
is the engineering conception of efficiency. And it is this conception 
which, for the purpose of illuminating the subject in its application to 
public administration, I wish to set in contrast with the idea of control 
which, as I have said, is a leading element in the traditional stock-in-trade 
of administrative theory. This brings us, however, to the question 
whether the principles of scientific management are applicable in any 
material degree to public administration in general ; and if so, how far. 
It is of interest to learn that the Americans have already applied their 
minds to this question, and that a considerable literature about it is going 
up. It can, at any rate, be said with some confidence that scientific 
management has already shown that it can contribute something as 
regards administration ; and one of the objects of this paper is to explore 
the potential scope and extent of that contribution. 

One more reference to America before we get down to our subject. 
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The United States is the home par excellence of independent elective 
administrative authorities. They grow by the thousand. The depart- 
ments of the Federal Government, the State Governments, and the 
County and Municipal authorities are far less closely knit together either 
internally or in their relations with each other than are the corresponding 
administrative authorities of any important European country. Conse- 
quently in current American political thought an acute controversy is 
proceeding between the advocates of the principle which they call 
“‘ integration ’’ and those of the principle which they call “ disintegration,” 
“ Integration ’’ means the principle of the administrative hierarchy in 
which various administrative units are subordinated to a common adminis- 
trative control; “ disintegration’’ means a system under which each 
administrative unit operates independently, subject only to its responsi- 
bility to the electorate. A Medical Officer of Health responsible to his 
council would be an example of integration ; a Medical Officer of Health 
directly elected for a period of five years and answerable only to the 
electorate at the end of that period is an example of disintegration. Now 
the advocates of disintegration in America base their arguments on the 
principles and traditions of American political thought and practice, to 
which anything hierarchical is an abomination. But they are compelled 
to go further and to attempt to show that a higher degree of efficiency 
can be attained by a disintegrated system than in a more closely knit 
and hierarchical organization of authorities. It is this dispute which 
lends a peculiar reality and liveliness to American discussions of the 
subject. In that country administration seems to be still almost wholly 
in the constructive and experimental stage. Advocates of integration 
have to show that the strengthening of control will not paralyse initiative 
and enterprise ; advocates of leaving things as they are have to devise 
some means by which the evils of political graft, lack of experience, and 
want of co-ordination, can be eliminated, while a direct responsibility 
to the public is preserved. Thus the study of efficiency in administration 
is beginning to take the place which was previously occupied by the study 
of constitutional principles in administration. The efficiency engineer 
has become a formidable rival to the political philosopher. 

Control may be the control of one organization over another or the 
control of one individual by another; but whichever it is it consists 
essentially in giving or refusing permission to do something which the 
controlled body or person proposes to do. Control tends to pass into 
direction, and in so far as it does so it becomes constructive and not 
merely restrictive or regulatory. 

We must next distinguish between the various objects of control. It 
may be: 

(1) Protective. 
(2) Co-ordinative. 


(3) Directive. 98 
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Efficiency as an Alternative to Control 


Protective control is created in order to protect particular interests, 
and the controlling body may represent those interests, as in the case of 
the Treasury, which represents the interests of the taxpayer as such ; or 
it may be a disinterested and quasi-judicial body such as the Railway 
Rates Tribunal, whose function is to hold the balance between the interests 
of railway undertakings and those of the railway user. Protective 
control is of course always external to the administrative unit upon which 
it operates. 

Co-ordinative control is created with the object of securing con- 
sistency of administrative action. Such consistency up to a point is a 
prime necessity of administration ; but it may be that even in these days 
it is rated a little too highly and that the price paid for it is too heavy. 
We shall come back to this point later. 

Directive control is set up as a means of securing good organization, 
efficient performance, and right decisions. It is with this form of control 
that we shall chiefly be concerned. 

Let me now try to put the subject in a more elementary and concrete 
way. Business men are fond of saying that they have no use for elaborate 
organizations, but go on the principle of giving a man his job, leaving 
him alone and judging him by results. In the public services, which in 
the main operate on a much larger scale than most businesses, we cannot 
proceed on that simple plan any more than an army could operate without 
a cadre of commissioned and non-commissioned officers. There must be 
co-ordinated action. This, however, raises the question whether, when 
once the co-ordinating organization is set up, there is not a tendency to 
use it for other and less desirable purposes. If my subordinate Mr. Smith 
is doing his work very well and my subordinate Mr. Jones making a rather 
poor job of it, is it the true remedy to set some one of superior wisdom 
and ability to supervise the work both of Mr. Smith and Mr. Jones ? 
That is how directive control is apt to come about. Now let us examine 
the consequences. In the first place it becomes possible to pay both 
Mr. Smith and Mr. Jones a smaller remuneration than they could reason- 
ably claim if their responsibilities were greater. On the other hand, it 
does not follow that the saving on the salaries of Mr. Smith and Mr. Jones 
is equal to the cost of the official who is put there to supervise them. In 
the second place Mr. Smith will probably take less interest in his work 
than he would if he were acting under a fuller responsibility. On the 
other hand, Mr. Jones’s errors and omissions will be avoided ; but they 
will be avoided, not by Mr. Jones, but by the added labour of the 
supervising officer who controls him. 

Now in a crude example like this, we should say without hesitation 
that prima facie the institution of control does not make for efficient 
performance, and that a study of the problem from the point of view of 
efficiency might lead to somewhat different arrangements. Let me 
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quote a statement on this subject, written a good many years ago, which 
appears to me admirably to express the essentials of the matter : 


“In the past too great stress has been laid on executive control and too little 
upon inspection and advice as a means of securing efficiency. The tendency has 
been to measure the powers to be entrusted to a class of officers by the capacity of 
the less capable and experienced members of the class, and to require that all matters 
falling outside these limits should be referred for decision to a higher authority. 
. . . This method has led to undesirable results. The powers to be delegated should 
be measured by the capacities which may reasonably be expected of the class in 
question. If in any particular case the powers are not exercised rightly, the failure 
would be observed by the inspecting officer and endeavour should be made to train 
the officer at fault by advice and instruction. If this fails, the remedy should be 
the removal of the individual officer and not the transfer of the work to a higher 
authority.” 

What is true of the individual is equally true of the organization. 
Control is in itself a costly thing. Not only is there the cost of the con- 
trolling authority, but it also increases the cost of the controlled authority. 
(Mr. Hartley Withers estimated some years ago that the aggregate 
expenditure by the British Railway Companies up to 1g1o on the promo- 
tion of or opposition to Private Bill Legislation affecting their business, 
was of the order of £90,000,000.) We do well to ask ourselves from time 
to time as administrators whether the public is not paying too much for 
the advantages which it gets, or expects but often fails to get, from 
control. That is why I want in this paper to turn the light, as it were, 
upon the ideal, of which scientific management is the exponent, of 
eliminating waste of human effort. 

But if the waste of controlling effort is in any case and in any degree 
to be eliminated, what is to be put in its place? For a complex modern 
industrial community cannot conduct its affairs on principles suitable to 
the nomad tribes of Tartary. This brings me to the second branch of 
the subject. Is it possible to reduce the necessity for control by the 
method of developing primary efficiency ? 

Let me begin by furnishing a concrete example. In 1868 the Treasury 
laid down that their sanction should be required for any increase in the 
establishment of a public department. Since that date the Post Office 
and the Treasury have gradually developed a system under which active 
Treasury control of the great manipulative establishments of the Post 
Office has been almost wholly dispensed with. It was bound in any case 
to be almost a pure formality ; for the amount of staff required by the 
Post Office varies with the amount of traffic necessary to be handled, and 
that is a matter entirely in the hands of the public. The system consists 
in effect of a scheme for measuring efficiency ; and the relaxation of 
control is based on the principle that the Post Office is free to add to its 
staff, provided that the increase of staff does not exceed the increase of 
traffic; that is to say, provided that efficiency is at least maintained. 
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The subject-matter is complex and difficult ; for traffic conditions vary 
within very wide limits as between office and office ; the work itself is 
varied in character, and no single and readily ascertainable unit is avail- 
able. Much depends, for example, on the point whether at any particular 
office the preparation of night mail despatches is successive or whether 
one overlaps another. In spite, however, of these complexities the system 
has in the course of years been steadily improved. It is still far from 
perfect ; but it is not too much to hope that in the course of time it may 
give not only a measure of the movement upwards or downwards of staff 
in relation to work, but also an absolute measure of the efficiency of the 
system as a whole and of particular offices. 

This is merely one example out of many that could be adduced, chosen 
because it very well illustrates the point that methods of measuring 
efficiency can be used to reduce or modify an external control. There is 
still the further question how far along these lines the delegation of 
authority or relaxation of control, whichever you like to call it, can be 
carried. If then we set out on a voyage of investigation with efficiency 
of performance, in the engineering sense, as our objective, we shall find 
ourselves confronted with the questions : 


(a) How far in administrative work is : it ‘ possible’ to’ measure 
efficency ? tee wee eee 

(0) How should the measurements be used? *. : “es 

(c) How should inefficiéiicv—7.2. pérformente ‘of “function below 
a reasonable standard—be dealt with ? 

(d) What are the best means of promoting efficiency ? 
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And when these questions have been answered we shall be better 
equipped to confront the problem which gives the title to this paper— 
under what conditions can, and should, a high, or higher, degree of 
efficiency, in the sense I have indicated, be accompanied by a low, or 
lower, degree of control. Let us consider these questions further. 

No one who is familiar with the development of administrative 
practice in the last twenty or thirty years would deny that these has been 
a considerable and steady extension in the public services of the practice 
of measuring efficiency by objective standards, and that the process has 
been accelerated since the war. Less is left to be decided by unaided 
judgment based on general argument or observation, and more use is 
made of measurement by statistical and accounting data. The pro- 
cesses of cost accountancy—itself a very modern and rapidly developing 
science—are slowly making their way into the region of public administra- 
tion. A technique of efficiency measurement is undoubtedly being built 
up—a little slowly and cautiously no doubt, and this is just as well. 
So far as the Civil Service is concerned, the Treasury, as the general 
department of control over personnel and office equipment, has with the 
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aid of specialists added to its staff for the purpose, shown an interest and 
activity in regard to office efficiency which was not within the scope of the 
pre-war Treasury. When we turn from the organization to the individual, 
again we find in the scheme of annual reports and Promotion Boards, 
working on definite principles and lines of procedure, a new application 
of the idea of measuring efficiency by definite standards. It is no doubt 
tentative, and admittedly opinion as to its merits are not unanimous. 
That it is, however, an important advance in the direction of the just 
and scientific appraisement of personal efficiency there can be no doubt. 

Of the progress that has been made in the Local Government service in 
the development of standards and methods of office efficiency and in the 
measurement of individual efficiency I have no personal knowledge ; but 
it may be hoped that we shall receive some information on this aspect of 
the subject from our Local Government colleagues. 

If now we address our minds to the question whether there is room for 
the further development of the art of measuring efficiency—and here 
I am thinking rather of the efficiency of organizations than of individuals— 
we shall find that there are two, and, I think, only two instruments to our 
hand—personal judgment and statistics. They may be used separately 
or together, and indeed: all statistical method implies the use of judgment 
at some stage.’ Under -statistics-is ‘included costing, and in this con- 
necticn it is ixaportant to remember that ‘cost accountancy, in its practical 
application, is becomiig more and morte a method and process of statistics 
and less and less a method and ‘process df accountancy in the strict and 
limited sense of that term. This does not imply that cost statistics can 
be divorced wholly and finally from financial accounts ; on the contrary, 
the more separate the paths which they pursue, the more necessary it 
is to preserve the union between them and to insist on some form 
and degree of reconciliation. But it does mean that cost statistics and 
financial accountancy must be free to live their own lives and to follow 
each its own bent. But this is a digression. 

With the use of judgment in the measurement of efficiency we are all 
familiar. The annual report system of the Civil Service is an outstanding 
example, especially where it is combined with some method of placing the 
officials reported on in a comparative order of merit. Similarly we do 
in fact say that one department or branch is more efficient than another, 
although the judgment is apt to be based on subconscious processes rather 
than on data which are positively present to the mind. I have no doubt 
that in the Local Government world the same sort of thing happens. 
In America the process is being carried very much farther, and attempts 
are being made to appraise the efficiency of Governmental organizations 
on the basis of definite and measurable statistical data. The first notable 
example of this process was the investigation carried out by the Federated 
Engineering Associations of the United States as to the efficiency of 
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some six leading industries both as a whole and as respects individual 
undertakings in each industry. It would take too long to describe the 
processes adopted, and it must suffice to say that they were based on 
definite study by expert investigators on a systematic and co-ordinated 
plan, and that the results were expressed in statistical form, although a 
good deal of individual judgment must have been employed both in the 
selection of the form and in reducing judgment to numerical values. The 
results of this investigation, which was promoted by Mr. Herbert Hoover, 
were, it may be added, somewhat startling. In the public service field 
even more ambitious attempts have been made to appraise the relative 
efficiency of a number of Municipal authorities by means of a series of 
statistical factors. The choice and the weighting of the factors obviously 
involve judgment. Methods of this sort are clearly in an early and highly 
experimental stage ; the interesting thing about them is not that they 
have as yet attained any definite practical value, but that they are a 
serious attempt to present the idea of efficiency in a form which the public 
can understand, and to elevate the judgment of it from a somewhat 
vague impressionism to a definite and concrete process which is of a 
scientific order, and which is capable of being used as a foundation for 
administrative action. There is little doubt that the development of 
means of measuring efficiency, especially in the organization, is an im- 
portant step in the direction of promoting higher efficiency, and that the 
subject deserves study by those who are interested in the principles of 
administration. 

Professor White of Chicago University has summed up the position in 
America in the following words, which seem to contain very sound sense :— 


“Preliminary steps have thus been taken to work out some standards of 
measurement in order to be able to evaluate the efficiency of public administration. 
The subject to be measured is so complex and elusive that it will be many years 
before the goal has been attained ; indeed, some declare that no useful standard 
can ever be worked out. But practically we are constantly making judgments as 
to the success or failure of our institutions and their methods, and it is certainly in 
point to refine those judgments as far as possible. It may be that opinion can 
never be wholly eliminated ; but the area of free play can be greatly diminished. 
From the scientific point of view, the search for tangible standards is of fundamental 
importance: and brief experience indicates that it has a practical value as well.” 
[White, Public Administration, p. 76.] 


The use of measurements of efficiency should be in the direction of 
giving greater freedom of action, and relaxing control, wherever the 
ascertained results justify that course. This after all is merely a parallel 
to the attitude of the shareholders of a joint-stock company who always 
leave the directors a free hand so long as the results are satisfactory, and 
only intervene when things begin to go wrong. It is only human nature. 
There are, of course, limits to the process of delegation even when openly 
based on established efficiency. Some minimum of co-ordination must 


103 





Public Administration 


be preserved, and consistency in administration cannot be dispensed 
with altogether, although as already said we can overdo it and pay too 
high a price for it. But so far as concerns the Civil Service, the issue 
turns mainly on the principle of responsibility to Parliament ; for it is 
the demands of that responsibility more than anything else which stand 
in the way of the fuller delegation of powers to local or subordinate units, 
however efficient. Mussolini, unless I am mistaken, solved this problem 
of all democratic Government by doing without Parliament. No one 
here would suggest so drastic a remedy; but we may, as students of 
administration, observe with interest the course of the relations between 
Parliament, the Government-and the new British Broadcasting Corpora- 
tion. Here we have a definite experiment in relaxing Parliamentary 
control, and if it is to succeed it can only be through the proved efficiency 
of the Corporation in discharging its functions. The position of the Ap- 
proved Society under the National Health Insurance Acts is much thesame. 

Short of relaxing control altogether, a satisfactory system of measuring 
efficiency can be used to transfer control from an external to an internal 
authority, as in the Post Office case to which reference has been made— 
a process which almost certainly makes for economy. There are again 
questions as to the method of using the system—for instance, whether 
technical departments should keep their own cost accounts or whether 
they should be kept for them by accounting departments, a problemi the 
solution of which depends upon a number of factors which have to be 
studied and weighed in the particular case. 

With the third question—that of the means of dealing with inefficient 
performance when disclosed—I do not propose here to deal further, 
beyond saying that examination into current administrative practice 
will at once show numerous expedients which have been adopted. 

Lastly, there will be the question of the best means of promoting 
efficiency. There are those who say that full efficiency is not obtainable 
without adequate incentive ; there are others who maintain that the 
problem of obtaining high efficiency is not a problem of incentive but a 
problem of organization ; that every one naturally tries to do his best, 
and that if the organization is rightly designed and the right men are put 
in the right places, the questions of incentive become of minor importance ; 
that the satisfaction of work well done will be an adequate reward. 

There is, I think, truth in both contentions; but one of the most 
notable differences between private enterprise and the public services 
is the relatively much greater importance which is assigned by the former 
to incentive, and I cannot but think that the public services have lost 
something by the limitations under which they are compelled to act in 
this respect. Every Head of a department must, from time to time, 
find himself in the position where, if he were able promptly and adequately 
to reward exceptional effort or quality of work, the cost would amply 
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repay itself, but where he is unable to do so. Yet it is really more 
important in the public services than in private business, because that 
other, and I suspect over-rated incentive to efficiency, the fear of dis- 
charge, is necessarily very much weaker under the stable and permanent 
conditions which govera our employment than it is in the commercial 
world. There are, it is true, the less tangible incentives—interest in 
work, variety of work, approval, honours. Some of these go further than 
others, or are more widely available. Perhaps, however, the biggest 
problem of all arises when none of them is available, and the only incentive 
left is a man’s pride in good work and his satisfaction in serving the public. 
How far is that going to carry him? This subject of incentive in the 
public services seems to me to be one which the Institute might very 
well study, in a scientific spirit. It is a most important factor in the 
psychology of administration. 

These remarks have reference rather to the individual than to the 
organization ; but to pass from the former to the latter is but a short 
and easy step. To those who would study the question of incentives to 
efficiency in organizations, there is, for instance, the subject of percentage 
grants from national taxation to local authorities. Indeed, the whole 
field of the financial relations between the Central Government and thelocal 
authorities is a promising subject for exploration from this point of view. 

This is as far as the author of this paper can carry the subject. It 
contains nothing novel or revolutionary. It is at most an attempt to 
look at familiar problems and processes of administration in the light of 
certain general ideas and to lay a special emphasis upon certain aspects 
of the subject. Perhaps it would be better to have called it “‘ Some 
rambling reflections upon efficiency.” The critical reader may say that 
all it has succeeded in doing is to describe old processes and problems by 
new and less intelligible names. Even this, however, has its advantages ; 
for it compels us to ask what these names really mean and what they 
stand for. They set us thinking and prevent us from taking anything 
for granted. I would hope that they are more closely related to various 
practical problems of administration, which have not been specifically 
mentioned, than may at first sight appear. Stress has been laid upon 
efficiency because in actual administration there is a forced stress upon 
so many other things that are not necessarily consistent with, and may 
even be inconsistent with, efficiency of performance. My main object, 
however, has been to invite attention to the consequences which should 
follow from the successful application of efficiency measurement to 
particular cases. When in any particular branch of administrative work, 
organization and performance have been raised to the maximum attain- 
able efficiency, is relaxation of control practicable and desirable? If so, 
under what conditions and within what limits? If we think along these 

lines we may find something worth discovering. 
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Efficiency as an Alternative to 
Control 


By James H. RoTHWELL, C.B.E. 
Town Clerk of Brighton 


(Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


IR HENRY BUNBURY, to whom I believe we are indebted for 
the propounding of this subject for discussion, expresses the 
view that when it has been desired to secure economy in the operation 
of public Departments or of State Departments or local government 
authorities, reliance has been placed almost entirely on some form 
of control external to the body having the power of spending the 
money, and that when the demand for economy is particularly keen the 
tendency is to impose more of such control or a closer degree of it. 

It will be generally agreed that external control can do little in the 
way of fostering initiative which is productive of economical efficiency, 
and that possibly much of this control in its effect on local authorities is 
essentially inhibitory in its action. 

Before considering whether it may be practical politics to build up 
a system by which local authorities could develop a satisfactory standard 
of efficiency from within, either as an alternative to control or in justifi- 
cation of some relaxation of such control, it might be useful to examine 
briefly in what the external control applicable to local authorities consists. 

In the first place, all local authorities, except common law municipal 
corporations professing to operate under Charter, are the creatures of 
statute, and are controlled in their activities in the broadest sense by 
the rule of law, just as public utility companies and other statutory 
corporations. This may be termed a continuous control. The only 
other continuous control is that furnished by the Government Audit 
of accounts which applies substantially to all local government autho- 
rities except a municipal corporation functioning as such or as an urban 
sanitary authority under the Public Health Acts. 

There are, of course, certain branches of the activities of a municipal 
corporation which are subject to government audit, namely: Housing, 
Education, Assessment, etc. 
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The effect of this control is, 1 should say, substantially inhibitory only. 
It does not impinge sufficiently upon the machinery of local government 
to have much effect as an incitement to or measurement of efficiency. 

In addition to this continuous control there is the sporadic control 
of the Ministry of Health and other appropriate Departments of the 
State which is exercised mainly: (a) by the initiative of the Department 
in issuing regulations, statutory rules and orders, etc., for observance 
by the local authorities; (b) by the initiative of the local authorities 
when applying to Parliament or to the appropriate State Departments 
for sanction to some byelaw, raising of a loan, or other proposal requiring 
by law the consent of a Government Department; (c) by mutual 
negotiations in fixing the estimates upon which percentage grants are 
made in aid of specified local services. This last ar undoubtedly 
in many cases tends to economical efficiency. 

There are also two types of control, one external, the other internal, both 
of which definitely to a degree are incentives to efficiency. The external 
control is again sporadic, and its development has been more marked 
in recent years. What I have in mind is the growing practice of the 
Ministry of Health, and in lesser degrees other controlling departments 
of issuing on their own initiative memoranda for the general guidance 
of local authorities in relation to problems that are current, e.g. model 
regulations and byelaws, the expounding of difficulties arising in the 
administration of new Acts of Parliament—particularly exemplified by 
the setting up of the Central Valuation Committee in relation to the 
Rating and Valuation Act, 1925, and the development of the annual 
Report of the Ministry of Health from the dull, uninteresting blue paper 
to something approaching a human document embodying the expressions 
of opinion by the Minister on various aspects of local government 
development. 

The other control which closely approximates, if properly systema- 
tized, to an incentive to efficiency is the continuous machinery of control 
which has been devised in many of the larger corporations by which 
annual estimates of expenditure are thoroughly examined by the Finance 
Committee of the Corporation, and all supplementary estimates and 
proposals for the expenditure of capital have to be reported upon to the 
Council by the Finance Committee. This control is usually more rigid 
in regard to proposals which will be direct charges upon the rates than 
in regard to proposals emanating from a Committee which has charge 
of an industrial undertaking run at a profit. 

The only other control which is in anything like general operation is 
that, in many municipal corporations where there is no local government 
audit, the somewhat obsolete and inadequate control exercised by 
elective auditors appointed under the Municipal Corporations Act, 
1882, is either superseded or augmented by a special permanent section 
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of the Borough Accountant’s or Treasurer’s staff, and in other cases by 
the permanent appointment of a firm of auditors. 

Having reviewed in very general terms these different classes and 
degrees of control, and having in mind the proposal of the Government 
to convert percentage grants in respect of state-aided services to a system 
of block grants, it would appear opportune to consider in relation to 
local government what alternatives there are and whether we could 
evolve : 


(a) Forms of incentive to efficiency. 
(b) Means of measuring efficiency. 
(c) A judgment of efficiency. 

(d) The treatment of inefficiency. 


1. Incitement of efficiency in the local authorities as a whole. 


(r1) Annual Reports of the Ministry should develop more and more 
a more human and personal formulation, and should not hesitate to 
draw attention to outstanding cases of initiative, efficiency and economical 
methods of management which their inspectors and other officers may 
observe in the exercise of the several controls above referred to. 

I should like to testify at this point to the remarkable change there 
has been in the personal relationships between the administrative staffs 
of control Departments and the chief officers of the local government 
authorities in recent years. This is all to the good, and much of its 
effect will, I am sure, be revealed in the development of the annual 
Reports of State Departments on the lines indicated. 

(2) A very important basis of future incitement to efficiency from the 
competitive point of view as between authority and authority is the 
valuation now proceeding under the Rating and Valuation Act, 1925. 
and I am not so sure that it was true economy to discourage rating 
authorities from employing expert valuers in respect of normal house 
property or property other than special properties. The conditions 
following on the War, the operation of the Rent Restrictions Act, and 
the existence in many cases of low assessments has made actual rent 
paid a very uncertain guide to value, and I am at a loss to know how a 
uniform valuation throughout the country can be obtained by any 
process of valuation by an officer of an authority who is not himself an 
expert and qualified valuer. 

I only hope the result will be that the difference in the basis of 
valuation existing between one assessment area and another may be 
negligible, and that when the rates in the ¢ for any particular public 
service levied in one authority area compared with the rates levied for 
the same services in the area of another authority similar in character, 
that the comparison may reveal a test of economical efficiency. 
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For this purpose authorities would at the outset have to be care- 
fully classified into a primary classification according to population, and 
a secondary classification as to whether they be “ old industrial,” 
‘“‘ modern industrial,” ‘‘ old non-industrial ”’ or ‘‘ modern non-industrial,” 
etc., and, assuming a reliable basis of valuation throughout the country 
and a careful tabulation, valuable statistics of comparative costs would 
thus be obtained, and grades of efficiency revealed. 

By some such method, if properly formulated, a valuable incentive to 
efficiency to authorities as a whole would be provided. The suggestion 
last referred to is applicable more strictly to non-productive services, 
e.g. public health services. With regard to productive undertakings, it is 
questionable whether the policy of Parliament in recent years of severely 
restricting the profits which may be made and applied in aid of local 
rates does not tend to rob the management of the undertaking of that 
stimulus to efficiency which the opportunity to make profit, as distinct 
from merely showing a surplus (which must in certain events be applied 
to the reduction in price of the commodity produced), incites in the 
managing committee and the personnel of the undertaking. 


2. Incitement of efficiency in heads of Departments and thetr staffs. 


(1) Generally it will be obvious, having regard to the present structure 
of local government as revealed, say, in the average county borough, that 
the efficiency of any particular Department is directly in proportion to 
the personal efficiency of the head of that Department, and it is from 
this point of view of immense importance that local authorities should 
take the greatest possible care in filling executive positions. One of 
the many guarantees of general efficiency of the principal officer is that 
the appointments are usually filled from candidates who apply for the 
vacant position in response to public advertisement. The standard 
salary value of the office should never be lowered merely to put in an 
officer who would not be as good as the best if the position were advertised 
at the minimum standard value of the office. The method of selection 
generally adopted does not always mean that the man most fitted for the 
office is appointed. Personally, during the past few years I have advised 
the appointing authorities not to require testimonials to be supplied by the 
candidate with his application. The better course appears to be to select 
a sufficient number of suitable candidates from the forms of application, 
and the local authority themselves to obtain from the references given in 
such forms such information as they desire in respect of the personal and 
professional qualifications of the candidates. This method always results 
in some candidates applying, usually good ones, who would otherwise 
not apply. They are reluctant to trouble, say, three chief citizens of 
their town to give testimonials to them for an office for which they may 
not even be included in the first selected list. I simply put this forward 
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as a Suggestion by means of which, by experience, better results may be 
obtained. 

(2) Another point in regard to incitement of efficiency, and one 
probably upon which there will be a marked difference of opinion, is the 
desirability of each principal officer of a local authority making an annual 
report to the Council upon the work of his Department during the past 
year. In the case of the Town Clerk, he would report on those activities 
which appertain to his own Department and also those special matters 
which do not come within the province of the reports of any of the other 
officers. At the present time the only officers required by law to make 
annual reports are the Medical Officer of Health, the Sanitary Inspector, 
and the Mental Hospital Superintendent. The Chief Constable and the 
Chief Officer of the Fire Brigade make an annual report, but only by 
direction of the Watch Committee. 

The Engineers of the industrial undertakings make annual reports 
upon their own initiative showing the trading results of the year, but 
I believe it will only be in a few towns where the Town Clerk, the Borough 
Surveyor, the Borough Treasurer or Accountant (other than in his 
Abstract of Accounts), the Secretary of Education, the Public Librarian, 
or the other minor officers such as the Parks Superintendent, Weights 
and Measures Inspector, etc., make annual reports. 

It may, of course, be said that a requirement of this kind would add 
additional expense in staffing and printing, but there would be many 
points which would tend to the increase of efficiency. The very obligation 
of having to formulate such a report would mean the establishment of 
method and order in the Department. The absence of central buying 
of goods, e.g. stationery, routine appliances and printing, would be 
revealed if they were non-existent or insufficiently developed. 

Overlapping functions such as the needless disturbance of highways 
by the different Departments would be revealed by comparison of the 
reports. Opportunity would be given to the head of the Department 
to pay proper tribute to any specially meritorious work done in any 
particular section of his Department, and the fact that this opportunity 
was afforded to the head of the Department would be an incentive to the 
members of the staff generally. The Council would better appreciate 
the actual work done in the different Departments than they have the 
opportunity to do at the present time. 

Witb iegard to the incitement of efficiency amongst the general 
meroers of the staff in any particular Department, it must again be 
repeated that this is in direct proportion to the amount of personal 
efficiency of the head of the Department. To the extent that the Council 
place confidence and the despatch of details within the entire discretion 
of the head of the Department, to that extent does he adopt the policy 
of putting the right man in the right place and making him responsible 
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Efficiency as an Alternative to Control 


for his functions. In this connection it is very doubtful whether scales 
of salaries and grading, except on a very limited scale, do not damp 
incitement to efficiency. 

Speaking personally for the moment, no member of my own staff 
is on a sliding scale. Each increase of salary is given on merit, and I 
doubt whether, where reasonable judgment is exercised and the recom- 
mendations of the head are adopted by the appropriate Committee, 
there is in such a case any demand for scales and grading of any standard 
kind not under the direct control of the head of the Department. 

Juniors must be encouraged to think out initiative, and suggestions 
and corrections made by them should be welcomed and properly 
appreciated. 

In conclusion, in pursuing a policy of inciting initiative the following 
elements are essential : 

(1) Each member of the staff from the head to the junior must be 
keen in the work he does. Fortunes cannot be made in the local govern- 
ment service, and if it be revealed that any member is not happy in his 
position, or does not like his work, he should be assisted in every 
possible way to find some other sphere of activity. 

(2) Risks of error of judgment, forgetfulness or absent-mindedness 
must be run if the policy of delegated responsibility is pursued, but the 
standard of inaccuracy in the Department will undoubtedly be less than 
it is where the policy of retaining all executive power in the head 
of the Department is pursued. Moreover, in the larger municipalities 
such a policy is impossible and would end in confusion and ultimate 
breakdown of the organization. 

The writer has no further opportunity at the moment of examining 
this important and interesting line of thought, or of developing the 
consequential points comprised in (0), (c) and (d) above, but perhaps 
sufficient has been said in general terms to justify some further inquiry 
into the subject. 
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Summary of Discussion 


[Winter Conference of the Institute of Public Administration, 24th March, 1928} 


R. BARNES (Birmingham) said he was interested in the subject 
before them as a member of a Department having its headquarters 
in London and about 600 local offices, in each of which was an 
Inspector in charge, with a staff of anything between ten and forty. In 
an organization like this the great thing was to get an efficient man in 
charge of your local office and say to him, ‘“‘ Now, when you are quite 
certain you are right, go ahead; we will come down once or twice a 
year to see if you are on the right lines, but if you are not certain, write 
up to headquarters.’’ Within each local office, once the man in charge of 
the office was satisfied that a particular subordinate knew his job, detailed 
and constant supervision should be removed. The correct attitude to 
this problem was admirably summed up on the fifth page of Sir Henry 
Bunbury’s paper: ‘“ In the past too great stress has been laid on executive 
control and too little upon inspection and advice as a means of securing 
efficiency.” 

THE CHAIRMAN: Dr. I. G. Gibbon.! 

Mr. A. J. WALDEGRAVE: William Blake said something like the 
following: ‘‘ Hell is inhabited by those who, having no passions them- 
selves, spend their lives in curbing and governing those of other people.” 
That epigram came into his mind when he read in Sir Henry’s paper, 
“Control may be the control of one organization over another or the 
control of one individual by another; but whichever it is, it consists 
essentially in giving or refusing permission to do something which the 
controlled body or person proposes to do.” They would all agree that 
the less they had of that kind of control the better ; and, as Sir Henry 
had argued, much of it could be rendered unnecessary by the adoption of 
methods of measuring efficiency. I suggest, however, that the Chairman’s 
solution of trusting the man on the spot, giving him full responsibility 
and telling him to go ahead and do his best, does not always work perfectly. 
It still leaves us with the problem of how to deal with the inefficient man 
or the inefficient officer. 


1 For a summary of the views of the Chairman, who took part in the discussion at 
this stage, the reader is referred to p. 95 of this Journal—EDpiTor. 
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Mr. ELvin (National Union of Clerks) : I agree that a certain measure 
of control, even of the kind defined by Sir Henry Bunbury, is inevitable 
if efficiency is to be secured. But if in this control we copy the American 
experiments on scientific management, it would be one of the greatest 
mistakes that could ever be made in this country. It is machine-like 
in conception and inhuman in its operation. What was infinitely 
preferable was the application of psychology both to industry and to the 
public services. There might be an element of psychology in the make- 
up of scientific management, but it was only there as a means to an end, 
and that end was not the well-being of the worker. I feel strongly that 
we shall never be able to get the ideal of efficiency until the individual 
worker feels that his task is one on which he can concentrate his very 
best, and that by accomplishing it successfully he is rendering the best 
service to himself and to the community. 

Mr. Masters (Indian Civil Service): The difficulties of securing 
efficiency in this country have been illustrated this afternoon, and that 
they are considerable has been demonstrated. Add to these additional 
difficulties arising from the great areas to be covered, the very varied 
capacities of the staff controlled, its differences of race and caste, and 
one begins to approach the problem of the Civil Servant in India. Ex- 
perience of that problem convinces me that the principles which have been 
advocated this afternoon are essentially right. The development and 
expression of personality in a man’s daily work are of vital importance. 
This was probably easier in the civil and municipal services than in 
almost any other walk of life, for here the man—or woman—could feel 
that his employment was not merely a means of earning a livelihood, 
but was also a service to the community. 

Mr. EpGAR SMITH: The routine workers in an administrative office 
are not only under control, but there is every means of securing efficiency, 
for the quantity of their work can generally be measured and its quality 
checked. Many of us can remember with sympathy the days when we 
had to do these things. That wasa fine discipline. But in administrative 
work the head of a department had to rely on the human qualities of 
those serving under him, and had to have faith in them as human beings, 
rather than being able to satisfy himself on lines of scientific measurement 
that not only were they doing the work in the best way, but that they 
were doing a fair day’s work. 

Mr. ALEXANDER WALKER (Glasgow) : In Local Government, unlike 
Government Departments, we are freer of control and have a better 
opportunity of exercising creative imagination. In Glasgow the yearly 
assessments run from May to May, they are issued by the 16th 
September—six weeks ahead of any other district in Scotland. The 
result of that efficiency in Glasgow is that by the 30th September 
one-third of the rates are collected. I agree with Mr. Rothwell’s view 
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that there should be a report by the head of a department giving statistics | 


of the department’s work and as to the way the department might be 
improved and made more efficient. 

Mr. Pratts (County Clerk, Cornwall) : I am in almost entire agree- 
ment with Mr. Rothwell’s paper, and on one point probably more than 
the others: local authorities should call for annual reports from the 
heads of departments. The English Civil Service, of course, is efficient, 
and that efficiency has been attained by control. It would always be 
necessary in the Civil Service and in Local Government Service to have 
control. But there might be certain branches which would be better 
without control for reasons which Sir Henry Bunbury gave. I am afraid, 
however, that there are many who, if given a greater amount of rope 
without control, would not take due advantage of the opportunity to 
prove inefficient. In Cornwall any official is entitled to make suggestions 
for improvements, and they are always considered and are never turned 
down without due reason, and a great number are acted upon ; excellent 
advice and suggestion could always be expected and should be encouraged 
from those with first-hand experience and knowledge. 

Miss Foster: While there are various kinds of work performed by 
Government Departments which lend themselves to devolution, it must 
not be forgotten that there are others in which it would be most dangerous 
to delegate responsibility. In dealing with those functions which could 
be delegated to local branches, care must be taken to secure that those 
branches share to the fullest degree the knowledge and experience not 
merely of headquarters but of other branches throughout the country. 

Mr. J. H. RorHweE t (in reply to the discussion) : The impression I 
got from reading Sir Henry Bunbury’s paper was that too much credit 
was given to the possibility of applying the American idea to our adminis- 
tration. In this we must be careful not to confuse manual efficiency 
with mental efficiency. For mental efficiency we want more elasticity 
and more freedom for the mind to operate, and we want bright 
conditions. Every one who is expected to exert mental initiative requires 
bright stimulating conditions under which to operate. In the Local 
Government Service, and also throughout the Central Service, the great 
responsibility for securing efficiency from the staff depends upon the 
stimulus and humanity of the head of the department. 

Str Henry BunsBury (in reply to the discussion) : Since writing the 
paper for this afternoon’s discussion I have come across no less than three 
illustrations which I think prove (what I was doubtful about before) 
that it has some practical bearing. For instance, in the Bill now being 
considered in the House of Commons on the subject of equalization of 
rates, the questions of efficiency and control are brought into the sharpest 
contrast. Where a Board of Guardians proves itself inefficient, the 
application of control was plain and open. Then there was the question 
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of the Baltimore and Ohio Railway scheme described by Mr. Pugh in 
to-morrow’s paper.! The control in the interests of the consumer 
which is imposed upon Public Utilities is sometimes inhibitory and some- 
times automatic. Inhibitory control means that somebody actually 
fixes rates, standards, and conditions of theservice. The alternative was 
the expedient tried from time to time in this country—automatic control, 
by which the Utility retained an increasing profit in proportion as it 
reduced its charges to the consumer. That was a very important but 
technical subject. Could they invent some measure of efficiency which 
would enable them to make their system automatic, or, what came to 
the same thing, non-existent? In America they seem to be moving 
in rather an opposite direction to ourselves. They are moving in the 
direction of strengthening control, while we were moving away from it. 
At all events, we talk about decentralization while the Americans dwell 
on centralization. 

Several speakers have referred to scientific management as being 
mechanical. Mr. Elvin said it was an inhuman thing. It was per- 
fectly true it began in that way, it was the invention of engineers, 
but it had long passed beyond that stage. They would all notice that 
‘Industrial Psychology ”’ was really the American “‘ Management ”’ trans- 
lated into English terms. That was a significant point. Scientific 
management has become a school of thought. My object in this paper 
has been to point out that that body of thought and experience is 
well worth the study of administrators. 

I fear the terms “ control ’’ and “ efficiency” in the papers are not 
very happy, and certainly they are exceedingly vague. Control has 
many meanings. It passes from the idea of restriction to the idea of 
adjustment, and then the idea of direction, and finally we can now 
include leadership under the term control as we see it in practice. 

Sometimes control and efficiency march together, but sometimes 
they diverge and come into conflict with each other. The fact that the 
two things come into conflict is to my mind a justification for the dis- 
cussion we have had. Dr. Gibbon said that our standard of efficiency 
was still in its childhood; that is profoundly true, and if we look back 
upon the history of administration in this, as in other advanced countries, 
we would find that there had been enormous changes in the technique 
and method of work of Government. It would be dangerous to assume 
that the process of change had come to an end. The only assumption 
we could make was that that process was still going on, and that, I am 
sure, was what Dr. Gibbon meant. It is when I look at the problem 
in that sort of way that I feel that discussions such as the one we have 
had this afternoon are well worth having. 


, 


1 See pp. 147-152 of this Journal. 
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Trade Unions and Efficiency 


‘Introductory Note 
By Sir H. J. Witson, K.C.B., C.B.E. 


b pes papers prepared for discussion at the Sunday meeting ! deal 

with the question whether “ Trade Unions and Staff Associations 
have promoted or retarded the development of efficient organization,” 
and, as was to be expected, a large number of points of interest emerged : 
indeed, so large does the subject become when one begins to think about 
it that any attempt to reduce the considerations to reasonable limits 
is bound to fail. The papers seem to suggest that there are two ways 
‘in which the Trade Unions and Staff Associations might promote the 
development of efficient organization. The first is by improving the 
personnel—(a) its quality, by careful selection, training, and _post- 
employment education (attendance at technical schools, etc.), and (b) its 





| 
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standard of comfort, by increased wages and better conditions of em- | 


ployment. Both these are vitally necessary for the maintenance of an 


adequate standard of output and (even more important in this country | 
where Government is so complex and where so many of our industries | 


depend upon constantly changing specialization) for the attainment of a 
high degree of skill. 

The second way is the direct promotion of efficiency through 
influencing methods of production, processes, changes in technique, 
mechanical appliances, etc. 

There seems to be general agreement that the Trade Unions (I use 
that term to include also the Staff Associations) have had an indirect 
effect in promoting efficiency, in so far as improvements in wages 
and conditions of employment, leading as they often do to increased 
costs, in turn force the employer to study possible improvements in 
method. Mr. Stuart-Bunning makes this claim very distinctly in the 
case of the activities of the Post Office Unions. Mr. Pugh states that 
“* it is indisputable that the pressure of organized labour for higher wages, 
shorter hours, and more satisfactory conditions of work, has compelled 
employers to explore—more readily than otherwise would have been the 

1 The Winter Conference of the lnstitute of Public Administration, which took place 
on Saturday and Sunday, 24th and 25th March, 1928. 
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case—other channels than low wages and long hours to reduce costs, 
and in that connection to adopt labour-saving machinery, and more 
scientific organization.’”” And Mr. Ramsay has no doubt that “ greater 
charges placed upon industry through improvement in labour conditions 
sometimes result in improvement in method. Increased efficiency is 
often the only means by which additional burdens can be supported.” 

The papers do not indicate a very confident view that the Trade 
Unions can claim to have done very much directly to improve efficiency. 
Mr. Ramsay not only has doubts, he states that ‘the influence of 
Trade Unions as such on the technique of production and distribution 
has been negligible,’ and “ it would be difficult to discover any instance 
in which the efficiency of industry or commerce has been improved by 
the deliberate act of a Trade Union directed towards that end.” If that 
be the case, and Mr. Ramsay points out that it would be a conclusion 
not necessarily implying anything derogatory of Trade Unions, Mr Pugh 
disclaims responsibility : he suggests that “ the worker’s position is that 
of a mere wage-earner and everything else is a closed book,” and he feels 
that the Unions have not been given a chance. In Local Government, 
Mr. Corser claims boldly that ‘“‘ the chief driving force towards the 
attainment of greater efficiency in the Local Government Service has, 
for some years now, been provided by the Trade Unions,” though I 
understand him to base the claim mainly upon the improvement in 
personnel. In this he is supported by Mr. Wiltshire. 

Whatever may have been the case in the past, it is to the future 
we should look. In his paper, Mr. Ramsay indicates an attractive vision. 
What hope is there? May we not be encouraged by some of the signs ? 
The principle of co-operation with Trade Unions is clearly contained in the 
constitution of the Joint Industrial Councils, and the results are definite 
enough to be appreciated. Can it not be claimed that the report made 
jointly by the Shipyard Trade Unions and the Shipbuilding Employers’ 
Federation about the conditions in the yards and the measures necessary 
to improve the state of the industry is a distinct sign of Trade Union 
co-operation in the promotion of efficient organization? Similarly, the 
Joint Reports of the Civil Service National Council on Re-organization 
and on Promotions Procedure, with their attempt at standardization of 
practice throughout the Service, show quite clearly that very definite 
results are attainable by joint efforts of this kind. 

In the case of private industry, there are a number of instances 
which may very well be taken as affording ground for hope that in the 
wider and more constructive sphere of co-operation the Trade Unions 
may be expected to make large contributions. In the Printing Trade, 
for instance, the Joint Industrial Council set up a Betterment Committee 
of representatives of both sides, and in their recent report they included 
the following paragraph: ‘“‘ The Committee suggest the following as the 


117 











Public Administration 


objectives likely to improve the status of the industry: (a) to improve 
the earning capacity of the industry and so maintain or improve the 
position of both employers and employees ; (b) to increase employment 
and avoid periods of slackness ; (c) to reduce the cost of printing and/or 
improve the quality so as to create greater demand.’ In the same 
trade there is a jointly agreed Apprenticeship Scheme, and this and the 
joint scheme for training boys and girls in the less skilled occupations 
are largely based on the experience and knowledge of the Trade Union 
leaders. In the Pottery Trade the Research, Inventions and Designs 
Committee of the Joint Industrial Council has dealt with a number of 
problems affecting industrial efficiency. Thus, 1t has considered measures 
for minimizing dust, and has approved the issue of reports to manu- 
facturers (a) recommending the use where possible of impervious 
floorings ; (5) on the subject of self-scrapping flat and methods for the 
collection of waste clay. It has also issued reports on the construction 
and ventilation of potters’ drying-stoves. During the coal dispute 
in 1926, experiments were made to ascertain whether pottery kilns could 
be fired successfully with oil, and the Research, etc., Committee was 
instructed to keep in touch with this matter. 

In the Tinplate trade the Joint Industrial Council called conferences 
of shippers, employers, and unions to consider manufacturing, transit, 
and packing methods which were causing difficulties in retaining export 
trade. They issued joint recommendations to all engaged, drawing 
attention at length to details on which care was required at all stages of 
manufacture and despatch in order to keep the good name of the Welsh 
product. 

In the Flour Milling industry there is a Technical Education Com- 
mittee, a Factories Committee, and a Dermatitis Committee, in each 
case consisting of representatives of the employers and of the Trade 
Unions. The Factories Committee was set up, following a suggestion 
of the Chief Inspector of Factories, to study questions concerning safety 
appliances in Flour Mills, and is to remain as a permanent advisory 
and consultative Committee to consider points arising out of the Factory 
Acts and their administration as and when required. An Inspector 
of Factories has also been appointed to represent the Home Office on 
this Committee. 

In the London Bus Service there are Garage Committees, by agree- 
ment with the Union, which examine proposed journey schedules and 
amend times according to the men’s knowledge of traffic difficulties. In 
addition to these examples I need only refer to the increasing attention 
being paid on the railways to ways in which the men’s representatives 
can make contributions designed to improve the service and the position 
of the railways generally. 

There is, too, the ex2mple of America. Mr. Pugh mentions the 
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scheme of the Baltimore & Ohio Railway, which is well known. There 
is also the Amalgamated Garment Workers’ Union which has a Research 
Department of high efficiency. It fixes wages according to markets, 
and requires the maintenance of a standard of output. In these and 
other ways it directly affects labour costs and efficiency, and it meets 
with the whole-hearted co-operation of the employers in the trade. 
These signs seem to justify a hopeful view of future progress. 

May we not therefore look for co-operation from the Unions in 
increasing the efficiency of industry and in enlarging its output, what- 
ever may be the future structure of industry, whether it be on a private 
enterprise basis or on a basis of trustification, or any other basis? It 
should be possible to ensure co-operation in the improvement of 
industry quite without prejudice to any views that may be held on 
the question whether private enterprise is a sound basis for industrial 
activity or not. 

As regards the Civil Service, we are still in the early stages of the 
Whitley Council scheme, and it is perhaps too soon to pronounce a 
definite opinion. We must watch that we do not press standardization 
of Staff Association schemes and agreements too far; rigidity is a 
possible danger. Already there is in the Service a constant risk of lack 
of initiative—less now than formerly, but still a risk. The indirect 
value, however, of joint consultation between official and staff sides 
and its indirect effect in promoting efficiency seem clear: in particular, 
the Departmental Councils and their numerous Committees have been 
able to consider a large number of questions which, apart from their 
immediate effects, have undoubtedly gone a long way to create in the 
Departments a team spirit and sense of unity which cannot fail to 
promote efficiency. 
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Trade Unions and Efficiency 


(in the Civil Service) 


By G. H. Sruarr-Bunnine, O.B.E., J.P. 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


# considering the effect of associations on the efficiency of the Civil 

Service, I take it for granted that we are thinking of associations 
which in less respectable circles are known as Trade Unions. The earliest 
Acts defined Trade Unions as associations in restraint of trade, which 
rather curious phrase brought in both combinations of employers and 
workmen ; but while the legal definition still remains, custom and judicial 
decisions have resulted in our thinking of Trade Unions as associations 
of workpeople of either sex and any grade whose purpose is to improve 
pay and conditions of service. Within this definition fall a vast number 
of associations in the Civil Service, and although it would be possible to 
suggest that neither the Society of Civil Servants nor the Union of Post 
Office Workers is in a position to live up completely to its title, it has to 
be admitted that both of them are Trade Unions in fact and in law as 
are other associations in the service, despite their grandiose titles. 

Turning to the subject itself, we have the advantage that in the Civil 
Service it is not necessary to discuss the effect on efficiency of strikes and 
lock-outs. 

In outside occupations it is sometimes stated that a long labour 
dispute results in a serious loss in the efficiency of the worker, which, if 
the dispute is prolonged, is of a permanent character, but fortunately we 
need not argue that point, as only two strikes have taken place in the 
Civil Service in the last sixty years, the Telegraphists’ strike of 1871 and 
the Postmen’s strike of 1890. Both of them had important results, but 
were too partial and short-lived for any questions to arise of effect on 
efficiency. 

Our greatest difficulty is that in the nature of things the case both for 
and against the place of associations in regard to increased efficiency 
must depend mainly on indirect evidence, and to some extent must 
remain a matter of opinion ; indeed, the assertion that the Civil Service is 
more efficient than it was may not be received by every one as a fact. 
In an attempt to simplify the problem, I have taken the period from 
18go0 to 1914 and from Ig19 to the present time, and for the first period I 
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shall draw most of my illustrations from the Post Office. The choice is 
not as arbitrary as it may seem, for 1890 was the year in which it was 
first officially admitted that Civil, or at least Post Office, servants had 
the right to organize, and from then to 1914 the associations grew in 
numbers, power, and influence. The year 1890 was also the year in which 
I entered the service, and as I took a fairly prominent part in association 
work during the whole of my connection with the Post Office, I can speak 
with experience and perhaps some authority. The reasons for leaving 
out the war years are fairly obvious, and 1919 was marked both by a 
general increase of association activity and the setting up of Whitley 
Councils and Committees, and in both those matters I had some share. 

It will, I think, be a convenience if, instead of building up a case to 
a conclusion, I state the conclusions first and then endeavour to justify 
them. They are as follows : 

That the efficiency of the Post Office sensibly increased from 1890 to 
1914, and that some part of the improvement was due to the indirect 
effect of association work, and a smaller part to direct effort. It should 
be noted that no claim is made that the whole of the improvement was 
due to these causes. 

That though it has to be admitted that the Civil Service as a whole 
was not as efficient in Ig1g as in 1914, and may not yet have recovered 
1914 efficiency, the causes are due to the war and the co-operation of the 
official and staff sides, due to the Whitley system, has accelerated the 
recovery. 

That the effect of association work in the improvement of efficiency 
has not been as marked as it might have been were it not for the con- 
servatism of both officials and Trade Union leaders and occasionally, in 
the case of the latter, a timidity which sometimes degenerates almost 
into cowardice. 

Taking my first proposition, it is hardly too much to say that in 1890 
the Post Office was living largely on its reputation. The service was 
cheap and popular, its shortcomings were held to be inevitable, it pro- 
duced a decent surplus every year, and Chancellors of the Exchequer were 
not so exigent then as they afterwards became. There was, therefore, 
little incentive to improve and improvements were slow, but the work of 
the associations made a salutary change. Between 1890 and 1914 very 
costly revisions were the results of their work. The Raikes revisions of 
1890 to 1893, the Tweedmouth in 1897, the Stanley in 1905, the Hobhouse 
in 1908, and the Holt in 1914, were much more than mere increases of 
wages, for they greatly altered conditions of service for the better, 
much improved the accommodation of the staff, and vastly increased 
superior posts. 

In addition, there was the largely increased cost of the Workmen’s 
Compensation Act in 1906. I have seen the extra cost of these reforms 
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worked out at an average of £500,000 a year, and this is probably an 
underestimate ; but anything like exact figures are practically unobtain- 
able. 

Put another way, an official return which carries us to 1910, and of 
course does not include some considerable increases in 1974, shows that 
the average weekly pay of the larger classes increased in the period from 
1891 to 1910 by £13 a year in the lowest case, and by about £47 in the 
highest. There is a snag in averages, and I may tell a story against myself 
to illustrate it. Once we did very well in a wage revision, and the next 
year, with a legitimate desire to show what a fine fellow I was, I worked 
out the average wages with a view to publishing them. To my disgust 
I found the average a fraction less than the preceding year, and was much 
puzzled until I recollected that an abnormal number of men had been 
appointed during the year, and as they had naturally all started at the 
minimum, their number had offset the increases obtained by other men ; 
but as the averages I have referred to are spread over ten years, they 
probably accurately represent the positions. 

Now, when an outside employer is faced with a very large increase in 
wages costs, there are a number of things he cando. He may— 

Increase his prices or decrease the quantity or quality of his services. 

He may reduce his staff, or cut out any business which does not 
pay or only just meets expenses. 

He may close some of his branch establishments and not open any 
new ones, except where there is clear prospect of profit, and if none of 
these courses are open to him, he can either only hope for such an increase 
of business as will bring back the money expended, or in the worst case 
resign himself to lesser profits. 

Let us see what the Post Office did. So far from increases in rates, 
the Post Office in 1897 made sensible reductions in them, and both the 
quantity and the quality of the whole service were improved. The staff 
was increased, quite apart from increased business, and indeed the reports 
of the various committees made this imperative. No unremunerative 
business was cut out ; indeed, it increased practically pari passu with the 
paying business of carrying the penny letter. The telegraph, the parcel 
post, the newspaper and the postcard, some of them causing actual loss 
and the best hardly paying their way, all vastly increased. Still more, 
the house-to-house delivery was established which cost a large amount of 
money, for it was only in rare cases that a rural delivery paid even under 
the restricted conditions. 

Nor was this all. New offices were opened; old ones rebuilt. It is 
true that there was a large increase of business, but having regard to the 
cost of the service this can hardly account for the fact that the Post 
Office surplus, instead of being reduced, actually began to rise and con- 
tinued to do so. 
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There must be some explanation of this remarkable phenomenon, 
and my theory is that the authorities, faced with a position that would 
reflect discredit on them if they remained inert, accepted the challenge 
boldly, cut out much waste work and increased the load for the indi- 
vidual. From 1890 till 1901 I worked in the Parcel Post in London, and 
it is no exaggeration to say that at the end I was doing at least twice as 
much gainful work for the Post Office as in my earlier years. Nor was 
this just a matter of my greater experience, but was due to the rearrange- 
ments of work which were constantly occurring. 

That is what I call the indirect effect of associations on efficiency, and 
while I have admitted that to some extent the conclusion must be a matter 
of opinion, I submit that I have put before you some considerable and 
serious evidence in favour of my conclusion. 

Regarding the direct effect, the evidence is clearer. It is not necessary 
to argue that the pioneers set out deliberately to improve the services, 
indeed, they were probably only thinking of more money ; but as early as 
1883 the telegraphists set up competitions in telegraph working with 
no other help than the loan of instruments from the Department and 
when agitation had succeeded in establishing thé technical increment for 
superior efficiency, the more skilled men formed classes to help their less 
experienced colleagues. The postmen were slower to follow this excellent 
lead, but in 1896 they started an educational column in the Postmen’s 
Gazette, and many hundreds of men passed into higher positions through 
its medium, while even those who failed were all the better for their 
training. The postmen also conducted an inquiry into the effects of 
stair-climbing and in conjunction with the Post Office into those of cycle 
duties, while the telegraphists were responsible for the establishment of 
the Tubercular Sanatorium movement, which has had a distinct effect on 
the health and efficiency of the staff. 

So much for the period up to August, 1914, and now skipping the war 
years we come to a period when, but for the co-operation of the official 
and staff sides on Whitley Councils and Committees, the recovery of the 
Service must have been far slower than it has been. It can hardly be 
denied that Whitley cannot function without associations, and here we 
deal with the whole service ; indeed, for reasons which are not proper to 
discuss to-day, the Post Office Whitley has not worked so smoothly as 
have some others, but even there a good deal has been done, especially 
with regard to office fittings and revisions of duties. In other Depart- 
ments, notably the Customs and the Admiralty, much admirable work has 
been done in many directions, although it is often obscured by more 
picturesque questions like Wages and Superannuation. 

I noticed with interest the other day in the Annual Report of the 
L. M. & S. Railway that a committee has been formed to consider sug- 
gestions from the staff, and many valuable ideas have been received, and 
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I should not be surprised to learn that Sir Josiah Stamp introduced the 
idea from his experience in the Civil Service, for such a system has existed 
for many years with us. I had better not claim this to the credit of the 
associations, for I do not recall how the Committee first came to be 
formed, but I well remember the bad old days before its formation. 

This brings me to the least agreeable part of my paper, the considera- 
tion of cases where sheer conservative stupidity has been shown by both 
sides, but the old officials were more blameworthy than the men, for they 
had more education and should have had more sense. There were 
exceptions, of course, but the general attitude of men in authority was 
that a suggestion from an inferior was an impertinence, and if repeated 
became aninsolence. ‘I do not require teaching the duty of a postmaster 
by my staff,” replied one sapient noodle to a respectful suggestion which 
was in fact an improvement, and “I cannot allow my subordinates to 
interfere with my revision,’ said another. The general feeling was that 
each man should just do his job and all his thinking would be done for 
him by his superiors. Many years ago I suggested an alteration in a 
delivery which would have effected a saving of fifteen minutesaday. My 
chief agreed, but said Head Office had made the arrangement ; it 
would mean six months’ correspondence and then he would probably 
only get his knuckles rapped, and so I must go on in the old time-wasting 
way. 

Revisions of delivery, for the benefit of those unfamiliar with Post 
Office work, are alterations of districts with the threefold object of 
starting and finishing at an approximately standard time, and of getting 
the correspondence delivered in the best possible way. It seems hardly 
necessary to state that postmen who know every inch of the ground 
can offer very valuable suggestions, but for many years they were not 
permitted to do so, and in London the mapping-out work was often done 
by men who had never performed an hour’s postmen’s duty. -In the pro- 
vinces the system was more sensible, for the work was usually done by 
men who had been postmen, but their street knowledge was often rusty, 
and the men must not “‘ interfere.’’ When we suggested that the men 
should assist in this work we found difficulties both with the Department 
and the men, for the latter objected that they were being expected to do 
work for postman’s pay to dig out people who were getting twice their 
money, and it took a good deal to convince them that the results would be 
as satisfactory to them as to the Post Office. We were much helped by a 
lucky accident. We had a good man in one of the London offices who 
submitted plans for a revision and was loftily told to mind his own busi- 
ness, and the official revision was put into force with such chaotic results 
that the old workings had to be resumed. A second attempt was little 
better, and then our man demanded an interview with the postmaster 
and submitted his plans. The postmaster fortunately belonged to the 
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newer school, and with some alterations the revision was put into success- 
ful operation. That gave us a lever with both Department and staff, and 
nowadays the staff is always consulted where there is a Whitley Com- 
mittee, with great profit to efficiency. 

I have mentioned the work of the telegraphists on the technical in- 
crement, but there were some exceptions, and in one or two offices the men 
refused to work for it or to help others on the ground that the increment 
was only a device to get an unfair amount of work out of them. On the 
other side, the postal clerks worked out a scheme of improving the 
Savings Bank system, only to get a strong hint from St. Martin’s that 
any suggestions from them would be unwelcome. 

All these things arose from ignorance of the fact that every one 
engaged in a business has an interest in it over and above the mere 
question of pay and that any one may have ideas. 

It is perhaps a digression, but the staff would probably be able to 
assist the efficient working of the Service better, were some much-needed 
alterations made in the Patent Acts, the operation of which now dis- 
courages inventiveness in the Civil Service ; but I believe this question is 
now being considered by some associations. 

It is good to be able to say that most of the difficulties I have mentioned 
have either gone or are passing rapidly away, and I wish I could say as 
much for what I have called the timidity of Trade Union leaders. We 
all like life to be as easy as possible and it is expecting a good deal to 
expect a Trade Union leader to take up some question of efficiency which 
may haply make him unpopular with a considerable section of his 
members, and this is a matter on which I can certainly speak with con- 
siderable experience. It is not easy to see what can be suggested as a 
remedy, but there is no doubt that it is an evil. Probably the remedy 
will come through a deeper realization of what the Whitley system 
means, and that it does to a great extent seem to restore the nobler parts 
of the old Guild system. 

Now, I conclude this paper with a hope that I have stated my con- 
clusions clearly and my reasons for coming to them fairly and honestly. 
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(in Local Government) 


By F. H. C. WILTSHIRE 
Town Clerk, Birmingham 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


I AM indebted to Mr. Corser for supplying me with a note of the headings 

under which he proposes to introduce his paper to you, as it has given 
me the opportunity of developing my remarks in closer association with 
them than otherwise it would have been possible to do. 

The question raised by the title is one of wide application. In the 
abstract it would connote a consideration of all types of large-scale 
establishments, whether concerned with the public services or with private 
enterprise, but in asking me to contribute to the discussion I have assumed 
that I am expected to confine my remarks to the subject as it affects the 
local government service, as, indeed, I have little qualification to speak 
from any other angle. 

Although the terms “ Staff Associations ’’ and ‘‘ Trade Unions ”’ may 
convey two different ideas to the average mind, it is true, I think, to say 
that the basic reason which has been responsible for their existence is 
identical, namely, the substitution as between employers and employed 
of collective for individual bargaining for the betterment of conditions of 
employment and the improvement of the industry or service. 

It may be well in the first place to examine the question at issue from 
the point of view of the employer. 

The aim and desire of every right-thinking employer, surely, must be 
to feel that his employees are loyal and efficient in their work, are reason- 
ably satisfied with the conditions of their employment, and that there 
exists amongst them the knowledge that if any injustice is found to 
exist they will be assured of a fair and equitable adjustment by such 
employer. 

In former days, it seems to me, it should have been comparatively 
easy to have established this good relationship between employer and 
employed, as, owing to the small number of staff usually engaged, the 
employer could be in close contact with his workpeople and the “ personal 
touch,’”’ which counts for so much, was capable of frequent application. 

We know, however, that this precept was not always observed aad 
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that certain abuses existed, with the resultant effect that Labour, from 
motives of sheer self-protection, became organized. 

To-day it is practically impossible to maintain that spirit of personal 
contact and appreciation of individual difficulties as between the two 
parties by reason of the fact that industrial development and amalgama- 
tion of businesses into companies and combines have brought together 
under single organizations great numbers of employees with each of whom 
the management would be incapable of dealing. 

Under such circumstances, it must be to the obvious advantage of the 
employer to have some internal organization existing amongst his 
employees whereby it is possible for him to obtain representative opinions 
on matters affecting his staff and workmen, and incidentally also in 
relation to the methods and conduct of his business. 

The existence of such an organization, I suggest : 


(1) Helps to remove the feeling in the mind of an individual employee 
that he is a mere cog in a huge machine, and as such has no 
sphere of usefulness or interest beyond the carrying out of his 
allotted task. 

(2) Enables the employee to have a sense of sharing in the actual 
business of the industrial concern to which he is attached, and 
we know that through organized works committees many 
businesses have reaped considerable advantage from new 
ideas and suggestions brought to the notice of the management 
by representatives of the employees. 

(3) Affords the opportunity of social and recreative advantages to the 
employees being suggested to the management, and if agreed to, 
the organization becomes the medium for carrying them into 
effect. 

(4) Contributes largely to the loyalty and well-being of the employees 
as a whole in their relationship to the management. 


Similarly, I think, the desirability of, and, indeed, the need for, an 
organization representative of the employees applies with equal force to 
every local authority of importance. It may be that its sphere of use- 
fulness in helping forward the business of the local authority will operate 
differently from one in private enterprise, but it will be none the less real 
and effective. 

As a general rule, the chief officials or heads of departments of a local 
authority do not attach themselves to any staff organization formed 
amongst the employees. 

This, no doubt, is due to the fact that they are in close touch with the 
various Committees, and they are the officials upon whom the local 
authority usually relies for technical advice. Moreover, their opinion is 
frequently sought upon matters of a disciplinary nature affecting the 
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staffs under their control, and it is important that their impartiality, as 
viewed by the Committees, should not be capable of being challenged by 
reason of their connection with any staff association of the employees. 

As the elected representatives of the ratepayers, members of the local 
authority are charged with the duty of governing the City or Borough, and 
it will be found generally, I think, that they exercise commendable zeal 
in discharging this duty, assisted, perhaps, by the fact that their con- 
tinuance in office is subject to electoral uncertainty and they may be 
called upon from time to time to render an account of their stewardship. 

Under these circumstances, the Committees obtain the benefit of any 
new ideas or suggestions for the more efficient working of the municipal 
machine which emanate from an association of this kind through the 
medium of the chief officials, the latter being informed of them, after 
discussion with the representatives of the association either directly or 
by means of staff meetings. 

From time to time many important matters affecting the condition 
of service and emoluments of the employees require consideration, and 
without such a body the local authority would be deprived of the best 
possible method of obtaining the representative views of their employees 
and full information on the points at issue. 

I need only mention such matters as superannuation, grading schemes, 
the operation of the war bonus scheme, and sickness and holiday allow- 
ances, to indicate the kind of subjects upon which such a means of 
obtaining the representative views of the employees themselves must be 
of incalculable benefit to the local authority in assisting them to arrive 
at equitable conclusions. 

Speaking of Birmingham for a moment, some years ago the Council 
appointed a Committee which is responsible for standardizing conditions 
of service of employees and of considering the effect which any proposed 
alteration of wages or conditions of labour by one Committee might have 
on other departments, and of co-ordinating scales of salaries and salary 
advances. 

In connection with such matters this Committee has been in conference 
on many occasions with representatives of the organization of the non- 
manual employees of the Corporation, which is known as “ The City of 
Birmingham Municipal Officers’ Guild,’”’ and I can testify to the value 
which the Committee places upon these consultations. 

Moreover, in other ways—whether social or recreative—it is possible 
for such an organization to be the means of establishing closer contact 
between the local authority and its employees and of introducing that 
“‘ personal touch ”’ to which I have referred already. 

Examining now, for a moment, the matter from the employee’s point 
of view, I can come to no other conclusion than that the gain to the 
employer by the existence of such an association as I have endeavoured 
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to illustrate must apply with even greater force to those employees who 
are members of it. 

A friendly rivalry naturally exists, and I hope it always will, between 
the various departments of a local authority, and they vie with each other 
in their endeavour to bring them to a higher state of efficiency. 

I am confident that many a chief official will acknowledge his indebted- 
ness to these staff associations for new ideas and suggestions to increase 
the efficiency of his own department and which come to him through the 
medium of the association or departmental staff meetings. 

There is no real need, however, to labour the advantage to the 
employee himself of being a member of such an association; the popularity 
of the movement is evidence itself of the fact ; the point to be considered 
is whether the existence of it promotes or retards the development of 
efficient organization. 

Before giving a definite assurance in favour of the promotion of 
efficient organization, it is necessary to be satisfied that the staff associa- 
tion is established on right lines and that its objects and principles are 
such as will command general approval. 

It must always be remembered that both employer and employed 
in the local government service have a common master, namely, the rate- 
payers and inhabitants of the particular City or Borough, and it is their 
duty, in combination, to serve the public to the best advantage. 

Emerging from this is the opinion that no staff association such as 
we are considering should have its view-point focussed solely on its 
relationship with its immediate employers, but rather should embrace 
the wider interest of efficient service to the general public. 

Quoting Mr. G. H. Stuart-Bunning from his address on ‘‘ Whitley 
Councils in the Civil Service,” given at the London School of Economics on 
the 14th February, 1924—“‘ We should never forget that the public and the 
Civil Service are not two hostile bodies, but really parts of the same body.” 

This observation can with equal truth be applied to the local govern- 
ment service in the smaller sphere of the area directly served by each local 
authority. 

As an inspiration to the ideals of a well-founded staff association, I 
may here quote from an address given some years ago by Mr. Arthur 
Collins (late City Treasurer of Birmingham) to the Birmingham Municipal 
Officers’ Guild, viz. : 


‘“‘ The Municipal Officers’ Guild in a large measure can well sustain the claim to 
promote good fellowship and to afford mutual support amongst our clerical staffs. 
Its aims should not be, and, indeed, are not, wholly material, and the more those 
who guide and direct its policy maintain the elements of goodwill and good nature, 
not only as amongst themselves as a Guild, but as between them and their employers, 
the more will its benefits be appreciated, and the longer will its works endure. No 
one should join the Guild from a desire merely for personal benefits in cash, neither 
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should he confine his attention to the chance of securing improvements in his super- 
annuation allowance. A body out for a campaign on material ends can never 
endure. Little by little it loses its members as they attain a position when they see 
they can get nothing more out of the Association in the form of improved wages, 
and the Society becomes reduced to subordinate members who are a little behind in 
the struggle, or race, for more cash.”’ 


At this point we may consider with advantage, I think, the question 
as to whether or not it is necessary or desirable that a Staff Association 
should be registered as, or be affiliated to, a Trade Union. 

The public official, whether of the national or local government 
service, in the discharge of his duties knows no politics and acknowledges 
no allegiance to any one class or section of the community, but is the 
servant of all. 

Public faith in the integrity of the system of administration of local 
government affairs is essential, and in its achievement a high standard of 
freedom from personal interest in such matters is required of the official. 

A forcible reminder of this fact may be drawn from the conclusions 
of the recent Civil Service Board of Inquiry which is fresh in our memories. 

It may be that this restraint upon his personal activities may operate 
at times to the financial disadvantage of the official, but, as a compensating 
factor, he enjoys greater security of tenure in his employment and, in 
most instances, good superannuation and pension rights. 

With these points of view in mind, and remembering that the duties 
which non-manual employees perform are—generally speaking—of an 
administrative character, I can come to no other conclusion than that it 
should be inconceivable for the tenets of trade unionism, conferring as 
they do the right to strike, to find a place in the constitution of any local 
government staff association. 

In this connection it is interesting to observe Mr. G. H. Stuart-Bunning’s 
remarks in the address to which I have alluded already. He says: 


“‘ The outside employer and workman not only have in their hands the weapons 
of the lock-out and the strike, but both are accustomed to regarding them as for 
actual use and not for exhibition in a museum. Theoretically, both the Govern- 
ment and the Service staffs possess these weapons and on occasion they have both 
been used, but, generally speaking, they have simply been rattled to make an ugly 
clanking noise, which, using the term in its widest sense, has only frightened a few 
old women. 

“ Broadly speaking, it may be said that a Government is too dependent upon its 
Civil Service to indulge in the luxury of a lock-out, and while the staff is in a some- 
what stronger technical position a Civil Service strike is not among the probable 
events of our time.” 


Experience has taught me that Committees and Councils of local 
authorities are far more capable of being led than driven, and in the 
consideration of matters affecting the interests of the staffs, a closer 
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appreciation of and a greater willingness to adjust matters of difference 
will follow, as a result of consultations, if the local authority know they 
are being approached by a representative body that has no such 
threatening weapon as the right to strike in the background to impose, 
if need be, their will upon them. 

I recognize that, in touching upon this issue, I may be treading on 
delicate ground, inasmuch as N.A.L.G.O., which represents so many local 
government officers, is registered as a Trade Union. However, each 
individual is entitled to his own opinions, and, for the reasons I have 
given, I hold firmly to the view that a staff association, founded on sound 
principles, well organized, and thoroughly representative of all branches 
of the service, can achieve better results in the interests of the officers it 
represents if this feature is not present in its constitution. 

With this reservation, therefore, and on the assumption that the 
staff association is developed in accordance with the principles enunciated 
by Mr. Arthur Collins to the Birmingham Municipal Officers’ Guild, which 
I have quoted (and which, by the way, I am delighted from my own 
experience to acknowledge have permeated so thoroughly the activities 
of this important Association, which includes over 2,800 non-manual 
employees in its membership), I have no hesitation in stating that such a 
staff association does very definitely promote the development of efficient 
organization. 

I notice from the outline of Mr. Corser’s paper that the consideration 
of examinations and the educational activities of N.A.L.G.O. find an 
important place. 

Following very closely the practice adopted in the Civil Service, I 
understand the endeavour of N.A.L.G.O. is to bring about, and to be 
responsible for, a uniform system of examination for new entrants in the 
local government service throughout the country and of making qualifica- 
tions for promotion in the service dependent upon educational tests by 
examination. 

Personally, I think there are certain difficulties in this proposal, more 
particularly in the matter of subsequent promotion when in the service. 

It must be remembered that the functions of the different branches of 
the Civil Service are the same, whether operated, for example, in Cardiff, 
Brighton or Newcastle, and they are regulated and controlled from one 
central department in London. Accordingly, the method of working 
and the standard of efficiency required would appear to be identical all 
over the country. 

In the local government service, however, the position is different. 
The governing body of Newcastle owes no allegiance to the corresponding 
body of Brighton. 

The conditions under which the local government service is carried 
on in these towns may differ considerably. Such matters as local Acts of 
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Parliament, the nature of municipal undertakings, local custom, the 
psychology of the inhabitants, must be taken into account. 

Again, the Civil Service is financed from one common purse, whereas 
the local government service is financed from the rates of each particular 
local authority. 

We know that some local authorities have greater wealth than others, 
and that the burden of unemployment varies considerably in different 
towns. The financial ability, therefore, to conform to a uniform standard 
in this matter, in the face of so many varying circumstances, has to be 
reckoned with. 

Furthermore, the conditions and requirements of the service itself 
do not lend themselves, in my opinion, to educational tests being made 
the basis for promotion to higher rank. Examinations, after all, have a 
very limited value, and it is from a close observation of the individual in 
the office or works and of the ability and initiative shown by him in the 
execution of his duties that will form, in my opinion, the safest guide to 
his qualification for promotion. 

I am more favourable, however, to the standardization of the 
conditions for new entrants into the service. 

It is clearly in the public interest that the service should not be 
recruited by back-stair methods whereby a wholly unsuitable person may 
be found a place through special pleading on the part of some member 
of the Council or influential citizen, or through the direct action of some 
senior official. 

Most towns of repute, I imagine, to-day have some educational 
standard in the form of a recognized examination or certificate which 
new entrants to their service are required to possess, but no doubt there 
are many in which recruitment is not carried out as scientifically as it 
should be. 

Time and a respect for your patience preclude me from touching 
upon certain other aspects of the question which, according to the headings 
supplied to me, are to be dealt with by Mr. Corser. 
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Trade Unions and Efficiency 


(in Local Government) 
By HAapEN CoRSER 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


A CATEGORICAL STATEMENT 


» bee question to which I have been asked to write an answer is, 
“ Do Staff Associations and Trade Unions promote the development 
of efficient organization ?’’ My answer is that in the Local Government 
Services they do. This contention is based on the following facts: 
(1) The Trade Unions concerned provide a very necessary link between 
Public Authorities and their employees as a whole; (2) they create in 
their members a sense of common interest, of camaraderie and of esprit 
de corps; and (3) they have encouraged the study of administrative 
methods and of subjects connected with their daily work. 


THE BEARING OF STAFF ORGANIZATION ON EFFICIENCY 


In my view, the chief driving force towards the attainment of greater 
efficiency in the Local Government Service, has, for some years now, been 
provided by the trade unions. The last twenty years has shown an 
enormous improvement in the personnel of the Professional, Technical, 
Administrative, and Clerical staffs of Local Authorities; and this 
improvement is related to the growth of trade union organization. 

Local Government Officers have long realized that any claim made 
by them for equal status and salary with the Civil Service, would not be 
recognized whilst the Civil Service was recruited by examination and the 
Local Government Service by haphazard selection, sometimes involving 
nepotism, patronage, and political influence. The following extract from 
the Minutes of Evidence given to the Royal Commission on Local 
Government, epitomizes the general grounds of dissatisfaction with the 
position in the past :— 

“ The methods of recruiting and appointing Local Government Officers in the 
past have been entirely lacking in uniformity and many undesirable influences have 
been evident, viz. : 

“(a) Parochialism and patronage ; 

“‘(b) Appointment of officers on political grounds, members of Town Councils 

becoming officers ; 
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“‘ (c) Appointment of officers without qualifications for what were apparently 
unimportant posts which have eventually become of much greater 
importance by cumulative legislation ; 

*‘ (ad) Part-time officers ; 

“‘ (e) Officers being allowed to provide their own personal staff.’’ 


NALGO’s INFLUENCE ON EFFICIENCY 

A National movement in the direction of efficiency first became possible 
when a number of “ Guilds’”’ or groups of Local Government Officers 
came together and formed the “‘ National Association of Local Govern- 
ment Officers.’”’ In due course this body decided to request Local 
Authorities to adopt a policy of recruitment, etc., of the future service, 
providing— 


(a) That all vacancies should be publicly advertised ; 

(6) That Juniors should not be brought into the service until they had 
attained sixteen years of age ; 

(c) That Junior Clerks should be appointed on the results of an 
examination of a sufficiently high standard to ensure a good 
quality of officer ; 

(4) That Local Authorities should encourage Local Government 
Officers to proceed to the highest Professional and Technical 
diplomas of their particular departments. 


CO-OPERATION OF LOCAL AUTHORITIES 

This policy was justified and has borne abundant fruit. About one 
hundred Local Authorities (including practically all the larger towns) 
now select all Juniors as the result of competitive educational tests, and 
a similar number of Local Authorities either pay the cost of attending 
classes or acknowledge by a monetary grant the passing of the “ Inter- 
mediate,”’ and later the “ Final Diploma ”’ of approved bodies, 

There is no doubt that this movement, which was started by a Staff 
Association, has resulted in an improved personnel. 


BEARING OF IMPROVED PERSONNEL ON ADMINISTRATIVE EFFICIENCY 


A well-qualified personnel leads to efficiency in three ways : 

1. For a given volume of work a smaller staff will suffice than would 
be necessary with unqualified workers. (In my own experience I have 
seen a case where a large staff has been reduced by 15 per cent. in about 
five years through a better type of officer having been secured.) 

2. The qualified man will naturally prefer to work by up-to-date 
methods which result in an economy of material and time. 

3. The work is better done, fewer mistakes occur, and in consequence 
the confidence of the community in the Local Government Service is 
increased. 
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PRACTICAL CONTRIBUTIONS TO EFFICIENCY 


The National Association of Local Government Officers has done more 
than encourage Local Authorities in the direction I have indicated ; it 
has encouraged its members to fit themselves for the highest positions 
(obtainable only by qualified men) by setting up a Correspondence 
Course Institute, covering all the requisite Examinations, the tutors to 
which are highly qualified officers, themselves engaged daily in the 
Departments which their subjects cover. 

A further noteworthy step taken by Nalgo was the institution of an 
examination in three parts (Preliminary, Intermediate, Final). This was 
designed to cover the “ lay ’’ officer ; all those for whom no Professional 
examination was in being, such as— 


(a) Non-legal officers in the Clerk’s department ; 

(6) Education Department staffs ; 

(c) Medical Officer of Health’s clerical staff ; 

(@) Commercial and Clerical staffs of— 
Surveyors 
Engineers 
Electricity 
Gas Departments. 
Water 
Trams 
Markets 


The Examination is of a high standard, and is recognized by many 
Authorities as qualifying for monetary recognition in common with 
Professional Examinations. 





POSSIBLE CO-OPERATION OF LocAL AUTHORITIES IN EXAMINATION JOINT 
BOARD 


The syllabus of this Examination has recently been revised, and at 
the Conference of the Association in 1927, a special Session was held at 
which representatives of many Local Authorities took part in a discussion 
as to the future of the Examination, the outcome of which was that the 
various organizations representative of Local Authorities were tobe invited 
to appoint representatives to an Examination Joint Board, whose duty 
will be to ensure that a high standard is maintained. This invitation has 
been given with the object of giving the Local Authorities confidence in 
the examination. They can more readily accept the Examination 
Diploma when they have representatives on the management, and know 
that it is of a sufficiently high standard to warrant recognition. 

The following extracts from the proceedings of this Conference effec- 
tively convey the views of a number of representative members of Local 
Authorities on the educational policy of Nalgo, viz. : 
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1. Alderman W. G. Davies, J.P. (East Ham). 


“‘ They agreed most heartily with what Mr. Abbott had said on the educational 
standard, because they (East Ham) had already put it into practice. They had to 
realize the fact that there were 3,000 Councils of all sorts up and down the country, 
Ignorance and prejudice must be overcome by patient education.” 


2. Alderman F. J. Phillips (Salford). (Extract from his report to the 
Salford Council.) 


“‘ Whatever the policy may be, the main work of administration must largely 
be dependent upon the permanent officers, and therefore their fitness, their ability, 
their proficiency for the work, was a matter of the very highest importance, and the 
need for men of vision, resource, adaptability, and character, capable of fine adminis- 
tration, was an increasing need. Hence the desire on the part of this huge association 
of over 42,000 members to promote a scheme for the education, recruitment, and 
training of the Local Government Officer. I beg to report that I am fully and 
thoroughly in accord with the purpose and intention of the Association.” 


3. Councillor J. W. Dorran, J.P. (Chairman of Stretford U.D.C.). 


‘“‘ Tam converted over to the side of Nalgo and want to do all possible to increase 
the efficiency of our staff. I believe we should start from an educational standpoint. 
By so doing you will not only help yourselves but the authorities you represent.” 


The following answer to a question put to a staff organization witness 
during the proceedings of the Royal Commission on Local Government 
bears out the general claim that the officer, through his organization, and 
not the Local Authority, is responsible for the improvement in personnel 
which has been realized, viz. : 


“‘ May I just put in a plea here as to the difficulty with reference to our work ? 
I want to say that this movement for the betterment of the local government service 
—not the local government officer, but the betterment of the local government 
service—has not come from the Local Authorities. I want definitely to say here, 
that in my opinion, the Local Authorities of this Country have been absolutely 
apathetic on the question of the kind of personnel that should come into the service. 
What have the Local Authorities, for instance, done towards the training of their 
future officials? . . . . Then again, how many Local Authorities give any meed of 
recognition to any of their officials when they obtain their very difficult qualifica- 
tions? Very few.” 

A further testimony to the employees’ influence on the Examination 
question is contained in the following extract from Methods of Appointment 
in the Local Government Service, by Mrs. E. How Martin, M.A. : 

*“‘ Examinations. 

“ Stimulated by the National Association of Local Government Officers many 


Counties are considering the matter, but a large majority of Councils have apparently 
given no thought to the question.” 


EFFORTS TOWARDS EFFICIENCY MADE BY ORGANIZATIONS OTHER THAN 
N.A.L.G.O. 


Although in this paper I have mainly been concerned with the part 
played by Nalgo in the march towards efficiency, there is ample evidence 
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that many other Professional or Staff organizations have made a sub- 
stantial contribution towards the efficiency of their own members and 
incidentally towards the efficiency of their particular service. The 
following extracts are from From Patronage to Proficiency in the Public 
Service, by Wm. A. Robson : 


“ The Civil Service National Whitley Council strongly supported the principle 
of open competitive examination in putting forward its Reorganization Scheme.” 

“ The Civil Service Alliance is strongly opposed to patronage in all its forms, 
whether by way of such limitations of candidature as depend on personal selection, 
or of definite appointments of individuals by ministers or officials.” 

“The Association of Rate Collectors and Assistant Overseers prepared an 
elaborate syllabus and examination scheme for submission to the National Whitley 
Council for the stafis of Local Authorities with the resolution that ‘ after 1/7/22 
all candidates for appointment as Rate Collectors, etc., shall have received experience 
in the duties and be technically certificated as evidence of their efficiency.’ ” 

“The Sanitary Inspectors Association have adopted a resolution ‘ that in the 
opinion of this Conference there shall be a scheme of training and examination for 
all entrants to the Sanitary Inspectors profession under the auspices of the Ministry 
of Health.’ ”’ 


Dr. Robson quotes the following extract from the New Statesman, 
by Mr. and Mrs. Sidney Webb : 


“Whatever may be the reason for professional organization amongst the 
brainworking officials of Local Authorities, we suggest that it has been an almost 
unmixed good, whilst its fuller recognition would be a further gain.” 


Dr. Robson further states : 


“ There is little doubt, indeed, that the desire to abolish patronage and to 
improve the status of the various grades by eliminating the untrained is the chief 
motive which has impelled the members of practically all the brainworking grades 
in the local administration to set up barriers against haphazard entry into their 
various vocations, to define, delimit, and advance, through their corporate associa- 
tions, the technique of the calling, to arrange for the acquirement of it by approved 
methods of instruction ; to confer certificates and diplomas on those who have 
received adequate training by these methods ; and finally to seek the co-operation 
of the local authorities in enforcing the imposition of these qualifications on their 
employees.” 


WHITLEYISM AND EFFICIENCY 


It can confidently be said that Whitley Councils and Joint Industrial 
Boards have added to the efficiency of the Local Government machine, 
and as these bodies could not have functioned without organization on 
the part of the employee as well as of the employer, we may use them in 
the general contention we are seeking to establish. In fact, one of the 
first paragraphs of the original draft of the functions of these bodies, 
states : 


“To organize both the employees and the employers into their 
respective Associations.”’ 
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Many of these Councils are functioning successfully in their National, 
Provincial, and Local forms. In some cases their constitution is designed 
not only to provide machinery for settling wages and trade disputes, 
but to add something to the efficiency of the administration of the 
Authorities—e.g. the objects of these Councils include : 


(a) The regular consideration of hours, salaries, and general conditions, 
including the codification, unification, and amendment of 
regulations relating to holidays, etc. 

(5) The encouragement of the study of methods of administration, 
design, and research, with a view to improving the service. 

(c) The provision of facilities for the full consideration and utilization 
of inventions and any improvement in machinery or method, 
and for the adequate safeguarding of the rights of the designers 
of such improvements, and to secure that such improvement 
or invention shall give to each party an equitable share of the 
benefits (financial or otherwise) arising therefrom. 

(d) The improvement of health conditions obtaining in the Pro- 
fessional, Administrative, Technical, and Clerical Services, and 
the provision of special treatment where necessary for workers 
in such services. 

(e) The supervision of entry into and training for the Professional, 
Administrative, Technical, and Clerical Services, and co-opera- 
tion with the educational authorities in arranging education 
in all its branches for the same. 

(f) The arrangement of lectures and the holding of conferences in 
the Provincial Area or elsewhere on subjects of general interest 


to the Professional, Administrative, Technical, and Clerical - 


Services. 


The National Joint Electricity Board has made a most important contri- 
bution to future efficiency by the establishment of a complete scheme 
of education and training for future electricity officers, beginning at 
the elementary school, and finishing at the Institute of Engineers. 

Other such Councils have dealt with— 

(a2) Schemes for training of apprentices ; (b) improvement in working 
conditions, covering lighting, heating, ventilation, cleaning out of work- 
shop, prevention and removal of dust, etc.; (c) safety, and first aid, 
health matters and welfare amenities; (d) research into industrial 
problems for the benefit of both employers and employees ; (e) research 
into waste, foreign competition ; (/) statistics in relation to industry 
(costing), etc. 


SUPERANNUATION—A CONTRIBUTION TO EFFICIENCY 


One does not need to argue that a contributory scheme of superannua- 
tion is both an economy and an aid to efficiency. The fact that to-day 
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only 2°89 per cent. of public officers are without a pension provision 
indicates the favour in which the principle is held. It is quite certain 
that this position would not have been achieved without organization 
amongst the staffs of Local Authorities. 

As a matter of fact, the placing of the 1922 Act on the Statute book 
is the result of nearly twenty years of effort on the part of the National 
Association of Local Government Officers. The extension of this adoptive 
measure to the employees of so large a number of Local Authorities, has 
involved considerable effort on the part of both the Local and National 
machinery of the Association. 


COLLECTIVE BARGAINING AND EFFICIENCY 


Without organization of a Trade Union character, collective bargain- 
ing on either National, Provincial, or Local lines, is practically 
impossible. 

Most large Authorities have neither the time nor the inclination to 
deal with individuals, and some make it a fixed rule that their employees 
must make representations through their respective Associations or 
Unions. This not only saves the time of Local Authorities but also 
insures that trifling cases will not come before them at all. Generally 
speaking, cases, before being brought before the Authority, are well 
considered by the Organization concerned, so that when the point of view 
of the employees is presented to the Authority, it is supported by all the 
relevant facts and figures, and this means an additional saving of time 
and energy and so promotes efficient organization. Apart from this, 
it is well known that many good suggestions and criticisms of existing 
methods have remained un-expressed through fear of victimization. 
Such a fear is largely removed when the individual is a member of an 
Organization. The individual is less of a mere instrument or tool of the 
Authority employing him, and more free and independent in the expression 
of his thoughts and actions. 

Something can probably be said against the value of National salary 
scales agreements, but Provincial and Local agreements which better 
reflect the needs of the particular community, have had, and continue 
to have, a large measure of success. Scales such as those promulgated 
by the Conditions of Service Committee of the Provincial Whitley Council 
for Lancashire and Cheshire Officials staffs (which have been adopted 
by many Authorities), are the product of careful research. They aim at 
dealing with all Staff conditions on a scientific basis and provide for : 


(a2) A progressive and equitable scale of salaries for Junior Clerks pro- 
viding for increments from sixteen to twenty-six years of age ; 
(0) Further scales for Clerical, Administrative, Technical, and Pro- 
fessional positions ; 
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(c) Machinery for settling differences of opinion or grievances ; 

(d) The fixing of a permanent establishment for every Department, 
i.e. a definite and well-balanced number of employees in each 
of the progressive categories, which establishment shall not 
be varied except for urgent reasons and by decision of the 
full Council. 


The following virtues are claimed for this system, viz.—under (a) and 
(b) above : 


(i) A good class of entrant is attracted to the service ; 

(ii) Each officer knows the limit of his immediate scale and the 
possibilities of promotion—he is therefore assisted to make up 
his mind whether his interests will be best served by remaining 
at a given maximum or seeking “ fields fresh and pastures 
new.”’ 

(iii) The officer is sure of periodic increment or revisions without 
going cap in hand to his Committee each year, and the members 
of the Council are free from the all-the-year-round considera- 
tion of salaries with its invitations and opportunities for the 
seeking of patronage. 

Under (d) : 

The members of the Council have always in front of them in 
printed form, their commitments so far as personnel is con- 
cerned ; and there is therefore little danger (as undoubtedly 
there was in the past) of departments, through process of time, 
becoming over-weighted in numbers. 


Many members of Councils have testified to me personally their 
relief at, and appreciation of, the above method of dealing with Conditions 
of Service. 


CONFIRMING EVIDENCE CONTAINED IN DEPARTMENTAL COMMITTEE ON 
SUPERANNUATION REPORT 
(a) ‘‘ In the case of large Authorities with many employees a system of individual 
salaries would certainly be unsatisfactory to the employees and would 
soon become unworkable. 
(0) ‘‘ Lt is not necessary for us to argue that a graded and incremental system of 
pay is beneficial to the public service, whether Central or Local.” 


IMPORTANCE OF GOOD CONDITIONS OF SERVICE IN ATTRACTING RIGHT 
TYPE OF ENTRANT 
The continuous efforts at improvement of conditions of service and 
remuneration put forward by staff organizations will, it is hoped, 
eventually result in the creation of a standard sufficiently high for the 
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Local Government Service to compete readily with the Civil Service, 
Banks, Insurance, and Shipping Companies, which at present it fails 
to do. 

The following extract from the Minutes of Evidence taken before the 
Royal Commission on Local Government on the 1st April, 1927, bears 
this out : 


QUESTION (28764) 


“ Has it not something to do with the fact that Bankers treat their employees 
very much better, not in the question of Education, but in the question of remunera- 
tion, superannuation, and other things of that kind ?” 


ANSWER 


“It is so, and the Banks attract the best type of boy in the Town to the detri- 
ment of the Municipal Service; and the Municipal Service requires, I submit, an 
equally highly trained specialist, even on the clerical side, as a Bank or commercial 
house ; because the more he knows of public administration and the law relating 
to public health, no matter which department he is in, the better he is able to carry 
out his duties.” 


It may therefore fairly be claimed that the organized efforts of Staffs 
in this direction has made both for economy and efficiency in the adminis- 
tration of the affairs of Local Authorities. 
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Trade Unions and Efficiency 


(in Industry and Commerce) 


By A. Ramsay 
(Chairman, Birmingham and Midlands Engineering Employers’ Association) 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


N industry and commerce there are Staff Associations organized on 
a friendly society basis. They provide benefits to members in 
certain circumstances. In some cases, employers are contributors to 
the funds. They provide opportunities for social intercourse, works 
visits, and the exchange of technical and other information. In so far 
as they bring employer and staff together, educate, and promote a sense 
of common interest, it could be held that they contribute to efficiency. 
It is understood, however, that the question under discussion is intended 
to apply to organizations which have as their object joint representation 
and collective bargaining. In such case, it is probably unnecessary to 
attempt to distinguish between them and trades unions. 

An answer in direct terms to the question forming the subject of this 
discussion is simply impossible. It might be argued, for example, that 
trade unions are a necessary and inevitable part of our industrial and 
commercial structure. If such a conclusion were accepted, it might be 
held that the whole question is disposed of, inasmuch as, being deemed 
necessary, no further justification is needed. On the other hand, the 
supplementary question at once arises as to whether they are merely 
negatively useful, or a positive benefit, in that they do in fact contribute 
of their own volition to the promotion of our industrial and commercial 
welfare. It might be possible to point to a trades union and say that its 
influence is thoroughly destructive. Another could be found whose 
relations with the employers over a long period of years have been such 
as to promote complete understanding in regard to labour conditions. 
Such a relation, without doubt, has many notable uses, because the 
employer knows from time to time exactly where he stands in relation to 
the human factor. But in neither case does a simple declaration tell 
anything like the whole story. The obstructiveness of the one might 
be caused by the obtuseness of the employer. The stable conditions 


142 











ite 


its 
se 
ch 
as. 
he 


ell 
ht 


ns 





Trade Unions and Efficiency 


negotiated by the other may be the means of restricting capital expendi- 
ture on improved methods for the reason that corresponding saving in 
labour costs is difficult to obtain. Trade unionism does not belong to 
to-day or yesterday, nor can a true estimate of its activities and attitude 
be obtained by subjecting one particular phase to special examination. 
As applied to industry and commerce, the question at issue could probably 
best be dealt with by a broad consideration of the past objects, the present 
influence, and the possible future of trade unionism in the general field 
of production and distribution. 

The nineteenth century was a time of great expansion and thrust. 
The industrialists of that period did a great deal for England. They 
hewed the rough way of the pioneer. They established an industrial 
dominance without which we could never have maintained in improving 
standards of living a growing population. They did a good deal to 
develop the British Empire, which has been one of the great world forces 
in civilization. They did much to make possible the higher point of 
culture from which we survey and criticize the past. But in their relation 
with labour, they were harsh, arbitrary, tyrannical. They did not lay 
the foundation of understanding and peace in industry. 

There can be little doubt that during this period trade unions became 
necessary, if for no other reason than to keep to the forefront the claims 
of the manual producer in a rapidly developing industrial system. But 
there were certain advantages which have persisted. The presentation 
of these claims led, and still leads, to a measure of uniformity in working 
conditions greatly in the public interest. The basis of selling prices is 
frequently imposed upon us by outside circumstances we cannot control. 
In such cases, the only thing possible for employer and worker is to adjust 
themselves to the conditions, or to lose orders and employment. When 
such outside circumstances do not exist, however, competition to be 
wholesome should begin when essential human needs have been met. 
Competition which results in the lowering of selling prices only by de- 
pressing standards of life below an essential minimum, is contrary to 
public policy and reacts adversely on both worker and employer. It isa 
commonplace of nineteenth-century industrial history, and to some extent 
is known to-day, that employers who are not subject to trade union 
influence or controlled by an employers’ association are tempted to cut 
selling prices by reducing wages. In such an event, employers who 
accept an agreed standard suffer serious commercial prejudice, and 
attempts on their part to readjust their conditions on a competitive 
basis sow seeds of discord. When, therefore, trade unions agree with 
employers on a basis of wages and working conditions and are able to 
apply that basis generally throughout a trade, the standard is safe- 
guarded to both sides, and not less to the employers, who are assured 
that their competition begins from a common liability in labour charges. 


143 





Public Administration 


To this extent, trades unions contribute to the efficiency of industry by 
contributing towards its stability. No doubt, too, greater charges placed 
upon industry through improvement in labour conditions sometimes 
result in improvement in method. Increased efficiency is often the only 
means by which additional burdens can be supported. 

There is, however, a wide distinction to be drawn between indirect 
advantages which are incidental to the existence of trade unions and 
advantages which are the direct result of a preconceived policy applied 
to industry with the object of rendering benefit. The influence of trades 
unions as such on the technique of production and distribution has been 
negligible. As such, they have contributed nothing to the development 
of the motor-car, the aeroplane, wireless, or other amenities. Steel 
smelting furnaces have grown from 8 tons to 250 tons capacity, but the 
technician would not agree that trade unions have been a guiding 
factor in such evolution. The development of the locomotive, the 
scientific use of coal, the application of the oil engine to ships, the 
laboratory itself, are all outside the scope of trade union influence. 
And as with the greater, so in the lesser spheres of achievement. It 
would be difficult to discover any instance in which the efficiency of 
industry or commerce has been improved by the deliberate act of a trade 
union directed towards that end. 

Now, it does not for a moment follow that a conclusion of this kind 
necessarily implies anything derogatory to trade unions. On _ the 
contrary, it may indeed involve a criticism of the lack of statesmanship 
which permitted so much influence and ability to go unused. Trade 
unions have been fighting their own battle, sometimes defensively, some- 
times offensively, but practically always with the idea that their mission 
was limited to their own particular interests. They have not promoted 
efficiency in production and distribution, for the simple reason that they 
existed for, and were directed to, purposes which were essentially non- 
co-operative. A look at their history will indicate the reason. 

From the beginning until well on in the nineteenth century, trades 
unions found the hand of the State and of the property-owning classes 
against them. In the early days, some agricultural labourers were 
transported for seven years under an old Act which made it illegal for a 
secret society to administer an oath. Their real offence was that they 
formed a trade union. When one or two unions sought to co-operate, 
it was considered necessary by the authorities in Manchester to draw the 
attention of the State to an alleged menace. Until well on in the century, 
they were illegal associations, and there is no doubt that in many cases 
the machinery of the law was manipulated against them. To some 
extent, the propagation of trade unionism was coincident with the growth 
of a demand for greater rights of citizenship. When the claims to citizen- 
ship in the State had been more fully met towards the end of the century, 
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a similar ferment expressed itself in a demand for greater citizenship 
in industry, and was the cause of many and serious disputes. 

For these and other reasons, trade unions developed in antagonism 
to the capitalist. Members were taught extensively and intensively that 
on trade union organization alone depended their economic salvation. 
They were taught that when they were strong enough they could make 
the employer dance to their tune. The result was a drift apart of the 
two sides, which culminated inevitably in the General Strike of 1926. 
The country passed through a particular phase of industrial psychology 
which might be described as the phase of attempted trade union domina- 
tion. Labour for decades was fashioning a machine which simply had 
to be tested, and until as a matter of fact it was found wanting, it is 
probable that no possibility existed for the exploitation of combined 
industry for the common good. It may have been that, had the workers’ 
sense of justice been more fully satisfied, or if they had been met, as 
Wolsey put it, “ with gentle peace in the right hand,” the rigours of the 
differences might have been modified. But there are many grounds for 
believing that the refusal to accept the basis of control of the industrial 
system as established, had to run its course, and such refusal was quite 
incompatible with a calculated, expressed, or effective desire to co-operate 
for the promotion of industrial efficiency. 

To a large extent, trade unions are still to-day spectators of the fight 
for industrial efficiency and supremacy, but their position has undergone 
certain important modifications. They have been unable to fulfil their 
promise to the workers. The machine upon which the men relied has 
failed them. To some extent, the standards to which they rallied have 
been destroyed and will have to be replaced. They are looking round in 
a questioning, speculative mood, asking themselves where their future 
lies. 

This temporary decline in trade union effectiveness must be con- 
sidered in relation to the growth of the political labour party. There is 
plenty of evidence that labour has advanced politically at the expense 
of trade union membership. There has been a redirection of energies. 
Young men no longer join trade unions as a matter of course. Their 
steps are more often directed instead to the political club. In many 
constituencies with an enthusiastic labour majority, trade unionism is 
weak, lethargic and ineffective. Such a position, naturally, must have 
an effect on the psychology of trade union leaders. In consequence, 
there is a growing conviction that if, during the next decade at least, 
trade unionism is to express itself as a powerful national force, it must 
express itself less on the lines of defence which is purely negative, or 
offence which is largely destructive, but by contributing its brain, influence 
and driving force to the constructive advancement of our general industrial 
interests. In other words, there is some belief that trade unions will 


145 








Public Administration 


have a diminishing importance in our national life unless they adopt a 
new philosophy and definitely seek to contribute to the efficiency of 
industry and commerce. 

Now it is quite clear that co-operation for the good of industry is not 
wholly in the hands of trade unions. Employers must invite it and 
must make room for it. There is evidence of such a disposition. The 
modern employer knows perfectly well that contentment is one of the 
greatest factors in workshop efficiency. He knows that contentment 
has its price not only in money but in moral values. He does not deny 
the right of combination, or of representation, or of collective bargaining. 
In general, he is honest enough to desire for the workers a square deal 
and such a measure of prosperity as industry can afford. He hates the 
very thought of strikes, because, to put it on the very lowest basis, he 
knows that stoppages mean serious economic loss. The employer who 
thinks of these matters—and he is in the majority—is not only anxious 
about the present basis of industrial relations, but would be glad to find 
one that would place his future activities on a sounder foundation and 
guarantee for both sides security and prosperity. 

To sum up, therefore, it would appear that we may be on the threshold 
of anewera. Trade unions have not hitherto regarded it as part of their 
deliberate function to influence the efficiency of production and distribu- 
tion. It is doubtful if in any real sense the opportunity has been pro- 
vided for them to exercise such a function. But the sentiment is now 
more clearly defining itself on both sides, that industry and commerce, 
by and through which alone the community can live, should no longer 
be a torn rag of contention between conflicting forces. There is a feeling 
to the contrary, that whatever may be our differences in relation to the 
distribution of the national income and other related matters, the energies 
of the country should be bent in the first place towards making that 
income secure. There is no man with a proper sense of public duty who 
will refuse to explore such a possibility, whatever be his present prejudices 
or personal interests. The mere fact that the community addressed itself 
in good faith to such a problem would represent one of the most valuable 
steps ever taken in our industrial history. 
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Trade Unions and Efficiency 


(in Industry) 
By ArtHuR PuGH 


[Discussed at the Institute of Public Administration Winter Conference, 
March, 1928] 


I HAVE been requested tosubmit a Paper, based on industrial ¢z:perience, 

on the question ‘‘ Whether trade unions promote or retard the 
development of efficient organization.’”’ The question is one to which it 
is difficult to give a direct answer, for it involves many considerations. 

Reference might be made to the fact that the trade unions have 
continuously—and in the light of their practical experience—offered 
criticisms of the apparent lack of efficient organization in the sphere of 
industry, both as regards production and distribution, and there are 
plenty of instances where, as opportunity has presented itself, trade 
unions in particuJar trades have submitted constructive proposals. 
An example of a definite scheme of reconstruction is that relating to the 
coal industry and submitted to the last Coal Commission ; but, as will 
be indicated later, the general attitude of those who control our industrial 
concerns has always been to take the line of this being outside the province 
of the workers’ organizations. 

Treating the question from the standpoint of actual practice, how- 
ever, critics of trade unionism will no doubt point to instances of a lack 
of readiness to reasonably adjust the labour to be employed on labour- 
saving machinery as against what is necessary for less up-to-date plant ; 
to demarcation disputes between craftsmen in shipbuilding, engineering, 
and building trades, and to inter-union differences, all of which to the 
extent they exist have a deterring effect upon the full and ready use of 
modern appliances and the most effective organization of labour for 
economic production. Here, however, there are certain underlying 
causes, the discussion of which is perhaps outside the scope of this Paper. 

On the other hand, it is indisputable that the pressure of organized 
labour for higher wages, shorter hours and more satisfactory conditions 
of work has compelled employers to explore—more readily than otherwise 
would have been the case—other channels than low wages and long hours 
to reduce costs, and in that connection to adopt labour-saving machinery 
and more scientific organization. 
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Apart, however, from this indirect contribution to greater efficiency, 
the tremendous strides in mechanical development in the industries where 
the trade unions are most securely entrenched, such as textiles, boot 
and shoe manufacture, iron and steel, engineering, railways and general 
transport, are a clear indication of the fact that the trade unions have 
actively associated themselves with those developments rather than 
obstructed them. 

At least it may be said that the existence of strong active trade 
unions is not inconsistent with progressive industrial efficiency. 

That, however, it may be argued, is not an adequate or convincing 
answer to the question under discussion, and it may be urged that I have 
done no more than to show that the development of industrial efficiency 
may take place side by side with the existence of trade union organization. 
Further instances may be given where high forms of efficient organization 
exist and have so developed in the absence altogether of recognized trade 
unionism amongst the workpeople. The Ford motor business is a case 
in point. Leaving aside the question as to whether or not Henry Ford 
would have attained his organization as rapidly under a system of collec- 
tive bargaining with his workpeople as by the form of industrial auto- 
cracy he has established, he at least found it necessary, as a preliminary 
but fundamental part of his scheme, to satisfy certain of the essential 
requirements of trade unionism, namely, adequate wages and reasonable 
hours of labour. And invariably it will be found that in other large 
undertakings in the U.S.A. and elsewhere, the assertion by the employer 
of the undisputed right to ‘‘ do what he likes with his own ’’—which in 
such cases includes a denial of the right of the workpeople to collectively 
determine the terms and conditions on which their labour shall be 
employed—must be counter-balanced in some form or other, either by 
conceding in advance the elementary demands of trade unionism, as in 
the case of the Ford business, or in elaborate welfare schemes, such as 
that in operation in connection with the Westinghouse Electric Manu- 
facturing Company. Usually this is also combined with a form of 
‘“‘ Company ” union under the control of the employer. 

Whatever may be the final conclusion with regard to the part played 
by trade unionism in relation to industrial efficiency, an examination of 
the position tends to show that the road to efficient organization in its 
full sense, does not lie in a policy of eliminating the trade unions. 

In this connection a concrete comparison may be made as between 
the policy of the U.S.A. iron and steel industry and that of Great Britain. 

The anti-trade union iron and steel companies of America boast of 
their elaborate welfare provisions, insurance, pensions, and other schemes. 
In addition they incur a large annual expenditure in support of “ free 
labour’ organizations, “‘ police’’ systems, and in providing funds to 


give effect to their policy of excluding the unions from the industry. 
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This, however, does not relieve them of periodical but widespread strikes 
which involve ar enormous cost to the industry. Incidentally, the steel 
strike in 1919 was the principal factor in bringing into being the Eight- 
Hour Day a few years later. 

Yet this price for employers’ “ freedom ”’ does not place them in any 
advantageous position in adopting modern mechanical appliances and 
more efficient organization than that available to the British iron and 
steel manufacturers. On the other hand, the absence of a regular pressure 
of organized labour removes one of the incentives to better industrial 
organization as a medium for minimizing costs and encourage a tendency 
to rely more upon reducing wages. 

This would no doubt be the result were it not for the American 
tradition with regard to mechanical development combined with the more 
recent conception of economic policy, that as the U.S.A. depends primarily 
upon developing her great home market, her industry must proceed on 
the lines of reducing the unit of price by high production in relation to 
overhead costs on the one hand, and increasing the purchasing power of 
the people on the other. 

However, if—as would appear to be necessary—we proceed on the 
assumption that trade unionism is inevitable and that the trade union 
existsas a definite part of the industrial system, we are then faced with the 
question as to precisely what is the position of the trade union in relation 
to industrial organization. 

Clearly, if the trade unions are to be challenged as to whether they 
retard or promote efficient organization, they are entitled to ask upon 
what grounds they are assumed to be held responsible for either one 
or the other. For does not the question presuppose responsibility ? 
Further, if the trade unions, i.e. the organized workers, are to be assumed 
to have responsibility in the matter of industrial organization, how is it 
presumed to be exercised other than by the indirect method of pressure 
for increased wages standards already referred to ? 

What have these ‘‘ hewers of wood and drawers of water ’’ to do with 
the efficient organization of industry or with its organization at all ? 
Is not their function “‘ to do their work and draw their wages’? Are not 
managerial functions (which include administrative) sacrosanct? And 
does not this reflect the status and responsibility of the workpeople in the 
scheme of industrial economy ? 

While it is true that trade unionism in this country has, after a 
century of struggle, established the right of the workpeople to collec- 
tively bargain with regard to the terms under which their labour shall 
be applied, that is the limit hitherto prescribed to their functions, and it is 
a condition of things which creates one of the great problems of our 
economic life. Moreover, it is one that cannot be ignored in any question 
affecting the position of the trade unions with regard to industrial policy 
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or progress. For trade unions are a product of the present industrial 
system, and in its most modern developments of great joint stock under- 
takings, the workpeople find themselves increasingly subject to forces 
they have no proper means of understanding, and into the ramifications 
of which they are not presumed to enter. 

Despite the vital interests they have at stake, involving their liveli- 
hood and those dependent upon them, and combining the exercise of the 
rights and obligations of citizenship, and despite also the fundamental 
character of Labour’s function in industry, the workers’ position is that 
of a mere wage-earner, and everything else is virtually a closed book. 

With such a status of inferiority, what effective part can the workers’ 
trade unions play in the efficient organization of industry, and what 
responsibility can they assume? Clearly none, and therefore we appear 
to be lacking in those conditions which make it possible to apply any 
real test to the question under discussion. 

We can, of course, explore the field and endeavour to ascertain whether 
cases exist which permit of definite conclusions to be drawn with regard 
to the contribution made by trade unions to efficient organization, but, 
as already indicated, we are governed in this respect by the degree of 
opportunity afforded, or the measure of responsibility shared by the 
unions in industrial policy. 

I have already referred to the U.S.A., and it may be said that no 
country to-day offers a more fruitful field for exploration in respect of 
experiments in industrial policy designed towards overcoming the 
problem of labour relations. 

An example of a somewhat interesting character in this connection 
came within the experience of the writer during a visit to America last 
year. This was a development of what is called ‘“‘ Union-Management 
Co-operation ’’ on the Baltimore and Ohio Railway, and which is also 
in operation on the Canadian National Railways. 

This is a system which in effect challenges the unions to make their 
contribution to the attainment of the most efficient service possible, and 
among other things its object is to obtain “ systematic co-operation 
between unions and management for improving railway service and 
elimination of waste,’’ and the “ perfection of definite joint union- 
management administrative machinery to promote co-operative effort.” 

Here we have a position where we may rightly inquire whether within 
the limits of responsibility imposed, the trade unions have retarded or 
promoted efficient organization. 

In the arrangement referred to, the starting-point is self-government 
in the workshop itself, for where the workpeople cease to be mere wage- 
earners and recognize a joint responsibility for the efficient running of the 
concern, and team work exists, the employment of supervisors and 
foremen to see that a man does his job tends to become superfluous. 
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In going over a large locomotive works, I commented upon the 
apparent absence of supervision. ‘‘Oh! well, you see,’’ answered my 
guide, ‘‘ every man here knows the part he has to play in the organization 
of this Shop. We start with a precise knowledge of the work put in, and 
can follow the job from one stage to another as it passes through the 
departments, and in the end can accurately measure results. These are 
made known to the men themselves, and if they are not up to standard, 
whether in respect of production or quality of workmanship, the matter 
naturally arises at the meeting of the joint body of workmen and 
management representatives, and as it affects not only earnings but 
reflects upon the Shop standard of efficiency, there is a common interest 
in dealing with any shortcomings whether of production or quality. 
Then it is a part of the scheme of organization that the men, either indi- 
vidually or collectively, are encouraged to make suggestions through their 
representatives with regard to any defects in Shop organization or 
conditions, including waste in either material or labour effort.” 

“Then,” I said, “‘I suppose you would say that in your ‘ Union- 
Management Co-operating Scheme’ you have developed the spirit of 
the football team ?’’ “‘ Yes,’’ he replied, “ where all play the game and 
share the honours.”’ 

Yet it wasemphasized that but a few years back, under a different 
policy, just the opposite conditions prevailed. 

As a contribution to improved conditions, efficiency of organization 
and the elimination of waste in various forms, it should be stated that data 
was supplied the writer in connection with the B. and O. Railway System 
which showed that during a period of three years no less than 18,259 
suggestions in one form or the other had been received from the work- 
people, of which 15,464, or approximately 84-7 per cent., had been adopted 
and applied, and this and the other measures associated with the Scheme 
are described as “‘ doing something practical by way of enabling the unions 
to function as constructive factors in the conduct of the railroad.”’ 

It may be somewhat early to come to final conclusions with regard to 
this particular arrangement, and the example is merely given as explaining 
and emphasizing the contention previously made, that in view of the 
industrial policy now generally pursued in regard to the control and 
direction of industry, the position of the trade unions and their limitations 
are such that they cannot accept responsibility with regard to whether its 
organization is efficient or not, and that the degree of influence they can 
exercise in that connection is indirect in character. 

There are, of course, a great variety of schemes, not only in the 
U.S.A. but in all the principal manufacturing countries, all designed in 
some form or the other to get around the problem of the increasing 
discontent of the workpeople with regard to their status and position in 
the economic life. In respect of many of these, however, the motive is 
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more for the purpose of excluding trade unionism than a recognition of 
the necessity of bringing the workpeople into a position of greater 
responsibility in a progressive industrial policy. 

In view of the increasing power and influence of Labour organization 
in the national life, not only in this country but throughout the world, 
this question of the position of the trade unions in relation to industrial 
policy is one of fundamental significance. 

While it obviously has a bearing, and an important one, upon the 


question under discussion, in its specific sense it is of much wider implica- | 


tion and need not be pursued further, except to suggest that no con- 
sideration of future industrial policy and progress can be adequate that 
does not take full account of the part trade unionism is destined to play. 

A final point that may be raised is as to what really comprises “ effi- 
cient organization.’’ Your director of industry may apply himself to 
the investigation of his raw materials as to their quality and use including 
their assembly for production ; he may perfect his mechanical appliances 
to the last cog and the final bolt, but unless he takes due account of and 
as far as possible provides for getting the co-operation of the human 
factor—in other words, if he has omitted from his calculation one of 
the most fundamental attributes ot good management—then his organiza- 
tion will in practice be found not to be efficient, for it will be subject to 
friction and possible breakdown, or at the best will fall short of the 
maximum attainment in working results. 

Possibly it is in their stabilizing influence and their day-by-day work 
of allaying friction, keeping the wheels of industry moving, and their 
giving a greater degree of security in its operation, that the trade unions 
make their greater indirect contribution to efficient organization. 

Summing up the situation, however, I venture to assert that in view 
of the definite limitations imposed, the trade unions have played an 
important and indeed, in the circumstances, a creditable part in whatever 
progress has been made towards efficient industrial organization. 
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[Conference of the Institute of Public Administration, 25th March, 1928] 


ie HE CHAIRMAN (Sir H. J. Wilson) : The question we have to discuss 

this morning is one to which a ready answer is hardly possible. 
Mr. Ramsay has found a direct answer impossible, Mr. Pugh thought such 
a thing difficult ; Mr. Corser found no difficulty in giving a direct answer, 
which was an affirmative one in the way of promotion of organization, 
ng and Mr. Wiltshire agreed. At the request of Mr. Stewart ! I have put 


aid down a few questions which seem to arise on the papers, and which might 

2" (with others) be taken up by speakers :— 

of 1. Is it the general view, as suggested by Mr. Stuart-Bunning, 

ae that there has been an indirect but none the less tangible effect upon 

to improved efficiency due to the improvement of wages and conditions 

he of employment, with its consequential effect on the increased cost of 
production ? 

rk 2. Can it be claimed for the Trade Unions that they have done 

eir something more direct, or is Mr. Ramsay right in saying, as he does, 

ns it would be difficult to discover any instance in which the efficiency 
of industry or commerce has been improved by a deliberate act of the 

EW Trade Unions directed towards that end ? 

an 3. If there has been failure to do anything to promote efficient 

yer organization, is it due, as Mr. Pugh seems to suggest, to the fact 


that the Trade Unions have not been allowed to try, or are there 
other causes ? 

4. If it is recognized that the Trade Unions can play a part in 
promoting efficiency, are there limits which must be set to their 
participation ? 

5. May we reasonably look forward to a greater measure of Trade 
Union activity directed to the promotion of efficiency organization ? 

6. What about retardation ? 

The papers seemed to skate lightly over that difficult matter, 
and I would like the view of members of the Conference as to whether 
there is evidence that in general the Trade Unions have retarded 
efficient organization. 


1 The Secretary of the Conference 
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7. What has been the effect on efficiency of demarcation restric- | 


tions, opposition to full use of machinery, rigid standards of output ? 


8. Have these things been temporary, perhaps due to the feeling | 


on the part of the Trade Unions that it was necessary at the time in 
question to safeguard conditions of employment ? 


Mr. H. SHAYLER: The main argument of Mr. Stuart-Bunning and 
Mr. Pugh in favour of the proposition that Trade Unions had increased 


efficiency boiled down to the old saying that slave labour was always | 


inefficient. If labour was got cheaply and easily and treated in any kind 


of way, the management was bound to be wasteful, whereas if it was more | 


expensive and hard to get, the employer dare not waste it. That was true 
of all Services. In the Local Government papers it was pointed out that 
a higher standard of recruitment, at the instance of N.A.L.G.O., had 
increased the efficiency of that Service. In the Civil Service, of course, 
it had not been left to the Staff Associations to achieve that objective, 
which was in the hands of the Civil Service Commission, but the Staff 
Associations generally had insisted upon the advantage of open 
competitive examination as the main source of recruitment, and had set 
their face against other methods which, though good, might open the door 
to patronage. 

The Civil Service Promotion Scheme, which is now in operation, 
was produced by the Civil Service Associations. In that they made 
a definite contribution to efficiency. They were against the old- 
fashioned system of promotion on the score of seniority. Promotion 
should no longer be regarded as almost automatic, nor should it be 
regarded simply as a reward for good work, but men should be selected 
for promotion because they are best fitted and able at the right time and 
age to carry out the duties of the higher post. But in putting forward 
that principle I am not sure that the committee always had the Associa- 
tions behind them on the doctrine of fitness, nor did they get that amount 
of support from the Official Side representatives which one would have 
expected ; but when that scheme had had time to bear fruit, it would be 
found that the Civil Service was all the better for the action then taken. 

Another very important point to consider was how were they to secure 
the earlier selection of those people who possessed that creative initiative 
which was the great objective. 

Associations, particularly when not too firmly established, have 
frequently to take up individual grievances, even when the individual 
was at fault or, at least, on very weak ground. This, of course, was a 
cause of weakness and should be avoided. Trade Unions would then 
be in a stronger position to press the cases of real hardship which come to 
them for action. 

Str Henry Bunsury: One of the greatest distinctions between the 
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Trade Unions and Efficiency 


Public Services and Industry is that in the Public Services there is, 
generally speaking, no means of valuing the product of effort. Industrial 
Trade Unions operate in a field where there is some very definite 
measurements. They could not take more out of the product of industry 
than was there. In the Public Services it was, in general, not possible 
to measure the product in money value. The Post Office stands in a rather 
ill-defined border-line between the two—a quasi-industrial organization 
with the resources of the taxpayer behind it. The question of efficiency 
is one of vital interest to Industrial Unions, as the greater the product of 
their industry, the more there is for them to get for their members. 

In the Post Office, when a wage claim was presented, both sides were 
very much in the air as to the measurement of the claim. Recently 
in Australia the Industrial Court made an attempt to establish a 
standard of value for a telephone operator’s work. They gave a reasoned 
judgment on the subject, but did not appear to be convinced as to its 
soundness. 

What were the functions of the Staff Associations in the Public 
Services? They were certainly not uniform. There was an enormous 
difference between the activities of the Civil Service Associations and those 
in the Local Government Service. The reason was that in the Civil 
Service they had to deal with a strong centralized management, whereas 
in the municipal Services they had to deal with a great many practically 
independent managements of very varying degrees of strength, very 
varying financial resources, very varying traditions and practices. 
That opened a field of activity which was practically closed to Civil 
Service Associations. In regard to the Civil Service Associations, he 
thought it was not unfair to them to say (after giving full weight to what 
Mr. Stuart-Bunning said) that they had adopted for themselves a strictly 
limited and defined range. Their function, as he interpreted it, had been 
to protect the interests of the staff against the management, and to increase 
the remuneration and other material advantages of the staff whenever 
they saw an opportunity to do so; and beyond that they had not advanced 
much, at any rate, up to 1919. There was, of course, a great deal to be 
said for that view. The Union took no responsibility because it could not 
do so; it had not the power, which was the necessary concomitant of 
responsibility. If a member was aggrieved and there was sufficient 
substance in his grievance to make it impossible for the Union to refuse 
to listen to it, then it had to urge his case and advance his interest 
irrespective of the consequences ; and if it did not do that, the officials who 
refused would sooner or later find themselves in trouble with their 
members. On his own Whitley Committee he came across the same 
problem in connexion with promotion. Staff Sides were given the right 
to make representations with regard to promotion. They could do one 
of two things, and some did one and others the other; there was no 
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universal practice. One was to say who in their view ought to be pro- 
moted, and in that way (whether they realized it or not) they were 
assuming responsibility for the efficient conduct of the work of the 
particular department. The other principle was to confine their represen- 
tations to those of their members who were aggrieved, and beyond that 
not to go. Weighing up the considerations, he thought they were 
forced to the conclusion that the Civil Service Association did not 
assume a general responsibility for the advancement of efficiency. 

Mr. Curetin: Trade Unions or Staff Associations are of great 
benefit to those engaged in the Public Services. The local Staff Associa- 
tions in a place like Birmingham tell their members to realize that they 
are employed by the City Council and not by a department. The result 
of that is that they at once take a broader view of their functions. 
Mr. Shayler referred to the waste of time in the Associations over 
cases which could not be supported, and he could support that by 
his experience in Birmingham; but the time spent on bad cases did 
enable them to decide not to proceed with them at all. The Associa- 
tion should be strengthened by being enabled to refuse to carry a case 
forward if in the judgment of the officers and committee it was not a 
sound one. A sterner view should be taken of slackness or inefficiency 
in any one member in a department, as his colleagues have to make up 
for what he lacked. I look forward to the time when in the Local 
Government Service there will be Joint Boards with direct contact 
between staff representatives and members of council. Associations 
should go further than concerning themselves solely with remuneration 
and things of that kind. 

Miss DorotHy SmytH: There is a great difference between the 
conditions in the Civil Service and those in the industrial organizations or 
in Local Government. Everybody who sat on the Staff. Side of Whitley 
Councils was hoping to go on to the Official Side. There was in consequence 
a-great deal of timidity in the Staff Side in presenting claims, whereas 
they should put their claims more strongly and with more behind them. 
The time had come when the Civil Service Associations must realize 
that they could not occupy themselves for ever in presenting wages claims 
—they could not always go on asking for more money. They should 
aim more at improving efficiency, not losing sight of the fact that there 
were wages claims in the forefront of the programme. I have, however, 
found again and again that the Official Side would not allow the Staff 
Side to have anything to do with the conditions under which the work 
was being done. Ifthere is to be more efficiency throughout the Service, 
there must be more co-operation between the two sides. 

Mr. WE cu (L.C.C.): Sir Henry Bunbury considered that too much 
attention is paid by Trade Unions to what might be called bread-and- 
butter matters in the Services, but it must be realized that in the rank 
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and file the great mass must always be thinking of the bread-and-butter 
part of their conditions. In such circumstances people could not be 
expected to enter into other questions of efficiency. They could not run 
a Staff Association primarily with the idea of improving administrative 
technique. They had to get people into an Association on the very 
humble basis of wages, of hours, of general conditions of service; and 
when they got them there, they could and should educate them in 
those larger questions that the Institute of Public Administration existed 
to study. The Staff Associations in the Public Service had done a great 
deal in improving administrative technique. Yesterday they had talked 
of creative initiative as a means of fostering a higher standard of adminis- 
tration in the Public Service, and he thought a good deal could be done 
by taking thought together in specialized organizations to increase the 
interest of colleagues in the jobs they were doing, and thus increase the 
efficiency of the Public Service ; but they could not operate in vacuo, and 
the machinery of Staff organizations should be used to that end, and 
was being used with very great effect. 

In the L.C.C. there were Departmental Committees who went round 
inspecting, and on those Committees was a representative of the Union 
who knew the conditions of the rank and file, and this co-operation 
between the staff and official sides had been productive of good results. 

Mr. B. C. ApAMs: Although the present Conference was composed 
of civil servants and local government servants, they had to bear in 
mind the contact between the Public Services and Industry, which was 
rapidly becoming closer. The Public Services were now increasing their 
control of Industry ; and at the same time they were more and more 
embarking on industrial enterprises. There were two questions to 
be considered: one was, could Trade Unions co-operate in increasing 
efficiency, and the other was, had they co-operated? Trade Unions 
as such were generally suspicious of scientific measurement of efficiency, 
and with some justification too, because in the past it had been used 
to drive the worker in order to get more out of him. But while this 
probably justified a cautious or even a suspicious approach to this 
question, it would not justify them if they condemned all efforts at the 
scientific measurement of efficiency. If, however, there was going to be 
value in the measurement, there must be co-operation between the 
person measured and the measurer. Undoubtedly the field of activity 
for the Trade Unions was changing drastically, and co-operation with 
employers in order to secure efficiency in industry was one of the best 
means of attaining smooth working all round. 

Before coming to any conclusion as to the effects of Trade Union 
activities on efficiency, it was desirable to reflect that in agriculture 
trade unionism had been less active than in any other industry, yet it 
could not be said that there had been advancement or development. It 
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had also to be remembered that while strikes were freely written up in 
the Press, no publicity was given to the large number of cases of settle- 
ment of disputes by negotiation and conciliation. 

Mr. A. J. WALDEGRAVE: The papers by Mr. Ramsay and Mr. Pugh 
reveal that there is an attempt at rearrangement of the relations between 
employers as such and Trade Unions as such. Mr. Stuart-Bunning 
claimed that the Associations had contributed towards efficiency of the 
Public Services, but that was a claim surely of a negative character: 
something more was wanted than unintentional contribution towards 
efficiency. Could Associations voluntarily contribute in that direction ? 
It is only possible to do anything tangible upon one condition, and that 
is that there should be agreement on a standard of conditions and 
remuneration in the Public Services. So long as there was no standard 
or criterion there could be no finality to the discussions and the obsession 
of the Whitley activities with bread-and-butter questions. He suggested 
that the standard should be that the conditions and remuneration should 
be slightly—and only slightly—better than they were in outside industry, 
or in other words, that the Government or Local Government should be 
model employers. 

Mr. Masters (Indian Civil Service): A trade union is a body of 
wage-earners sufficiently homogeneous to carry out collective bargaining. 
In India a strike is not possible in the case of officials other than those 
of the lower grades. Strictly speaking there are no Trade Unions in 
India, but only Staff Associations. There were one or two Labour 
organizations, principally mill hands, but they did very little except 
produce leaders for strike movements. They were badly organized, 
and the leaders were often thrown over by the men. The Staff Associa- 
tions were organized after the war for revision of pay and conditions. 
There was still a good deal for Staff Associations to do in the way of 
improving the conditions of officials. The street sweepers were in India 
all of one caste, and they were homogeneous. By that means they 

' obtained better pay. There was a system of consultation between Local 
Authorities and their staffs. Where there were no Trade Unions some 
alternative method which would achieve at least some of the objects 
which a Trade Union now set out to achieve should be attempted. 

Mr. STUART-BUNNING: Mr. Shayler has given us an interesting 
account of what he called dud cases, and deplored the fact that so much 
time was taken up by Associations in dealing with such cases ; but I do 
not agree that this is inevitable. On the contrary, it is a matter which 
Trade Unions should take seriously into account, and they should be 
careful only to put forward good cases, even though it meant a certain 
amount of unpopularity. Otherwise the prestige and influence of the 
association, which must depend upon the good work done, would be 
injuriously affected, 
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Trade Unions and Efficiency 


I wish to clear up a misunderstanding on the part of Sir Henry 
Bunbury and Mr. Wiltshire. Both of them seem to think that in an 
outside Trade Union the first thing that happened after one joined 
was that the local secretary came along with a hypodermic syringe 
and inoculated one with the strike virus. That was wrong. Mr. Pugh 
can speak with experience of what was going on now, and I can speak 
with twenty-five years’ experience of the Trade Union Congress, and 
although there are many qualifications for becoming a member of that 
organization, the strike qualification is not one of them. A Trade Union 
did not exist for the purpose of fighting the employer: on the contrary, 
the fundamental duty of a Trade Union outside as well as inside the 
Public Services was negotiation, and there was not that immense differ- 
ence between the outside Trade Union and those in the Civil Service 
which Sir Henry seemed to think. 

Sir Henry went on to tell them about discussions which took place 
with regard to wages, and he had told them that they did not get very 
far, they were in the air; but he ought to have added that time after 
time after being in the air they had gone to an impartial tribunal, and 
generally the Staff Side had won a very great measure of success. 

Then Sir Henry seemed rather to differ from me when I said that 
Associations had contributed a good deal to the efficiency of the Services, 
and added that after giving full weight to what I had said, they did 
practically nothing until 1919. Now, if that statement were correct— 
and it is not—it would not be quite the indictment of the Associations 
which Sir Henry seemed to think, because it was not until 1890 that the 
right to have a Civil Service organization was admitted, and it was not 
until 1906 that the right to approach the authorities as a Trade Union 
was recognized, and even then it would only be permitted in the Post 
Office and not to the general Civil Service until 1919. What had really 
happened during that time was that the Staff Association had educated 
the Official Side and had brought them to some common sense and 
reason, and therefore it was perfectly true that since 1919 more progress 
had been made. 

The Chairman had raised the question of retardation. It was true 
that on occasion Trade Unions had been guilty of retardation, and I 
hope this has gone by and that they were moving rapidly towards a 
better state of things. 

Mr. HADEN Corser: Staff Associations, whether local or national, 
are, at the present moment, effecting improvement in the way of selec- 
tive recruitment and progressive education of staffs. Mr. Shayler said 
that improvement had been achieved as far as recruitment was concerned, 
but was not sure whether the problem of promotion had been tackled so 
successfully. In Lancashire they had an influential Whitley Council, 
and that council had issued a report covering the pay and conditions 
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of service including promotion in 180 localities. The basis of this 
report was to secure that promotion was determined on the ground of 
ability. 

Mr. A. RAmsAy: When I read Mr. Pugh’s paper, I said, “‘ Well, we 
are agreed.’’ We agree that Trade Unions were a necessary part of 
the industrial and commercial structure; we agree that directly they 
had contributed advantages to industry and commerce, and we are 
both looking forward to discover whether there is a basis for greater 
efficiency. I am not so sure that Mr. Pugh has done justice to his own 
case in his reference to the Ford works and other works where, although 
the men were not organized, the conditions are good and complaints 
hardly existed. He seemed to convey that such firms had bought 
immunity from Trade Unionism by paying high wages and giving good 
conditions. That was true, but it was not the whole story. The 
standard wage paid was just a bit over the standard, the question that 
arose was who was to fix the standard; it was the Trade Unions and 
Employers’ Associations acting conjointly in the process of collective 
bargaining. If there were no Trade Unions, there were two things they 
might have: they could be taken back to the days of laissez-faire—each 
man for himself and the devil take the hindmost ; or alternatively they 
could have complete domination of conditions by the State. Under wise 
Trade Union leaders there was no doubt that the attitude of mind of the 
worker was that he wanted to do the best for himself and for the industry. 
In the case of the mining industry there had been antagonism and 
warfare for years, and there was no doubt that the employers had deter- 
mined to get the men down and keep them down. Unless the psychology 
in that industry changed, there would be no chance of efficiency, but so 
far as the general Trade Unions were concerned they had undoubtedly 
contributed to efficiency. 

Mr. A. PuGu: There is a tendency to regard a Trade Union as some- 
thing imposing itself upon industry rather than recognizing that Trade 
Unions are composed of millions of producers who are a living and 
fundamental part of industry and of economic life. This brings me to 
the Chairman’s question whether Trade Unions have retarded progress 
towards efficient organization. Efficient organization means something 
more than mechanical development: you can produce a most up-to-date 
machine, you can examine all the factors of raw material and every- 
thing that enters into production, but unless you did get down to the 
human factor in industry and provide for the complete understanding 
of the function it has to perform and how it is to perform it and in what 
status it is to operate in your industrial scheme, you may still be 
inefficient. That was a danger which was too much left out of account 
when coming to consider the relationship of Trade Unions to Industry. 

On Mr. Ramsay’s argument as to the contribution made by Trade 
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Unions to efficiency in regard to motor-cars and aeroplanes, I cannot go 
into that, but when it comes down to furnaces, then I am on somewhat 
familiar ground as I have for twelve years worked in that line, and I can 
say that Trade Unions have made a very direct contribution to that 
particular part of the iron and steel industry. But on many occasions, 
when a worker has suggested improvements, he has been told by the 
management that that was not his job. 

The difficult problem was, what was the function of a Trade Union 
in industry? I think that Mr. Welch and others have indicated 
the road. I do not agree with Mr. Ramsay that Trade Unions are going 
to play a less important part in the future economic life. On the contrary, 
I look to them to play a much more important part. I cannot con- 
ceive that we are going to get a more progressive improvement in the 
efficiency of industry, that we are going to get the best out of develop- 
ments in machinery or organization or anything, unless we are going to 
recognize that there are hundreds of thousands of men and women who 
must find expression in everything that is done, in every development 
that takes place. That expression will make itself felt in some form of 
organization, and that form will be in Trade Unions, 


The Finance of City Planning 


By Frank Hunt, C.V.O. 
(Valuer, London County Council) 


[Paper read before the Institute of Public Administration, 16th February, 1928] 


HE title of the Paper to-night covers an area which, so far as I am 

aware, has not hitherto been fully explored; but before starting 

upon this voyage of exploration, it would, perhaps, be well if we were 
clear in our minds as to one or two definitions. 

The problem appears to have been set purposely as “ City Planning,” 
and not as “ Town Planning,” the phrase normally used. From this I 
conclude that those responsible for the choice of the subject must have 
had in their minds the problem which must inevitably call for serious 
consideration in the immediate future, namely, the application of Town 
Planning principles to built-up areas. While existing Town Planning 
procedure may be applicable to developed districts within the older 
cities in those cases where substantial areas are coming to the end of their 
economic life, on the ground that the sites of existing buildings comprise 
land which is likely to be used for building purposes, it is obvious that the 
procedure under the Town Planning Act of 1925 may be inadequate to 
deal with the problems of built-up areas, or that the Town Planning 
machinery established since 1909 may not be sufficiently elastic to deal 
economically with the problem. Bearing this in mind, I have not limited 
my consideration to those problems which would necessarily arise under 
the operation of the existing Town Planning powers, but have extended 
them to the wider area over which further legislation on the lines indicated 
may extend. 

Further, I am construing the word “ finance”’ as having a wide 
meaning. Not only have I conceived it as including the financial trans- 
actions of the Town Planning authority as such, but the much broader 
subject of the probable effect upon the owners of the property in the 
area of the scheme and also its influence upon public expenditure and the 
general interests of the community. 

Members of the Institute of Public Administration would probably 
in the first instance like to know what is the present position of Town 
Planning finance in its limited sense, that is, what has been the nature of 
the expenditure and what is the order of the commitments of the Town 
Planning authorities in this country, and what are the credits to be set 
on the other side. 
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The Finance of City Planning 


The materials for any such financial statement are not, however, 
available, and even if they were, they would be of such trifling propor- 
tions relatively to the importance of the subject as to be of comparatively 
little value. The reasons for this are mainly : 


(1) that Town Planning as a recognized public service in this country 
is of recent date, and 

(2) that Town Planning has not yet to any considerable extent 
involved expenditure by the Town Planning authority (apart 
of course from administration costs). 


As regards the period during which Town Planning has been in 
operation, it is hardly necessary to mention that the first Town Planning 
Act was passed in 1909, and this, considering the period absorbed by the 
War, leaves a comparatively short period for Town Planning activities. 

As regards the second reason, namely that in regard to the nature of 
Town Planning, from the financial point of view Town Planning powers 
may be divided into two broad categories : 


(x1) Those which may be described as regulative and not involving 
expenditure by the Town Planning authority. 

(2) Those which go beyond regulative control and involve the purchase 
of, or compensation for injury done to, property. 


As regards regulative control, the Town Planning Act specifically 
provides that no compensation shall be payable in respect of provisions 
in the Town Planning scheme which 


(x) Would have been enforceable by bye-laws of the local authority 
made under Act of Parliament. 

(2) Prescribe space about buildings. 

(3) Limit the number of buildings to be erected. 

(4) Prescribe the height of buildings. 

(5) Prescribe the character of buildings. 


These requirements comprise a very considerable section of Town 
Planning. They comprise, in fact, the whole of what corresponds with 
“zoning ”’ in the United States of America, of which those present have 
probably heard a good deal. They necessarily cover much of Town 
Planning provisions in this country. Under these provisions it is possible 
to prescribe that the density of buildings shall be limited to four, eight, or 
twelve houses to the acre, according to circumstances ; that the plot 
within the curtilage of building shall not be covered with bricks and 
mortar to a greater extent than, say, one-third or one-fourth of its area ; 
that the height of residences shall not exceed two or three storeys ; and, 
most important of all, that the land shall be allocated for particular uses 
and limited to the use prescribed: for example, the restriction of some sites 
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for residential purposes only, the formation of shopping centres instead 
of the spasmodic scattering of shops anywhere on an estate, and the strict 
control of industry so that its intrusion into residential or shopping or 
office quarters shall not inflict an injury on such districts. These 
important requirements are without the payment of compensation. 

As regards requirements involving compensation, the Town Planning 
Act provides that, subject to the exceptions above stated, any person 
whose property is injuriously affected by the making of a Town Planning 
scheme shall be entitled to compensation from the Town Planning 
authorities. If, consequently, the Town Planning scheme provides for 
the acquisition of the land for any purpose such as public open spaces, the 
owner has to be paid the purchase price of such land. If ina scheme land 
is scheduled for street-widening, the owner is entitled to such compensation 
as the circumstances justify. If any other injury can be proved 
compensation becomes also payable. 

On the other hand the Town Planning Act provides for payment by 
the owners of property in respect of “‘ betterment,” that is, it entitles the 
Town Planning authority to recover from an owner whose property is by 
a scheme increased in value, but only to the extent of one-half of such 
increase. 

Considering the comparatively short time in which the Town Planning 
Act has been in operation and the relatively few schemes sanctioned, 
it is too early to expect much information as to the transactions up to date. 
Some time ago, when I had occasion to inquire as to how far Town 
Planning schemes involved compensation, I then gathered that up to that 
time, as far as could be judged, no compensation was involved. This is 
probably not the position at the present time; but the fact, at any rate, 
is that the consideration of the question is still mainly in the abstract, 
and that the financial results of Town Planning in London and throughout 
the country have to be considered in its broader aspects as to how it affects 
the owner of the property financially, and how far it affects the community 
generally. 

Much has been written within the last twenty years on the value of 
statutory control over the future development of areas likely to be 
developed generally in the vicinity of large areas of population, and 
endeavours have been made from time to time in this literature to show 
how the application of sound Town Planning principles administered in a 
common-sense and reasonable way results in financial advantage to the 
owners, considered as a class, of the land which is the subject of the town 
plan. Several papers have been presented to the various professional 
organizations ; one of these was a lecture by Dr. Gibbon with the sub- 
title of “The £ s. d. of Town Planning,’’ published in the Journal of 
the Institute of Public Administration some three or four years ago, 
while just over twelve months ago Mr. Baxendale, who for some years 
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occupied the position of Valuation Commissioner to the Ministry of 
Health, presented an exhaustive paper to the Surveyors’ Institution 
indicating his view on the financial effect of the making of Town 
Planning schemes. 

In the discussion that followed, it was clear that the real problem of 
the finance underlying all Town Planning schemes had still to be solved ; 
that those who had Town Planning most at heart were still uncertain as to 
the real effects on values ; whilst Dr. Raymond Unwin appealed to sur- 
veyors as professional men “ to regard it as one of their great contribu- 
tions to Town Planning to evolve a practicable system which would be fair 
to the owner and fair to the community, by which they could so deal 
with the increased value that it would be made possible by Town Planning 
to improve the character of town development, to reserve the open spaces 
which were as essential an ingredient of all urban development as the 
buildings on the areas, and at the same time not to impose an unreasonable 
charge on the rates paid by the community for that purpose.” 

If time permitted, I should like to accept the invitation thus thrown 
out and endeavour to explore the possibility of such a scheme as would be 
appropriate, not only to the more open land round the centres of popula- 
tion, but also when the principles of Town Planning came to be applied 
generally to the existing built-up areas ; but even with the time available 
to-night it may be possible to make some contribution to the discussion 
of the matter. 

In the first instance it is to be remembered that City Planning 
is nothing more than good estate management on the largest scale. If 
all the property in an area were in the hands of one owner there could be 
no doubt that wise control of development or redevelopment on Town 
Planning lines could only result in an accretion in value to the estate as a 
whole. The objects of Town Planning are to secure that each portion of 
the land under consideration should be used for the purpose for which it 
is best adapted, to secure adequate amenity and provision for health and 
recreation, and to secure such a distribution of land suitable and restricted 
for specific purposes as will best meet the needs of the community. 

The demand for users of various classes must, of necessity, be limited ; 
but were all the land in the hands of one owner it would be immaterial 
whether the user carrying a value higher than residential were grouped in 
one position or in another, so long as the demand could be met at prices 
suitable to the owner. Bearing this main consideration in mind, it is 
arguable whether, as is sometimes thought to be the case, the making 
of a town plan can have any influence on values considered as a class. 
The restrictions which are necessary to secure a reasonable standard of 
amenity apply to all land of a similar class, and, provided the area of land 
is sufficient to meet the demand from time to time, it would appear that to 
the owners as a class there could be no financial injury by the restriction. 
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In a sense this isrecognizedin Town Planning legislation by the provision 
already referred to, that while an owner is entitled to claim compensation 
in respect of the injury sustained by him through the making of the scheme, 
this does not extend to restrictions imposed by zoning for character user, 
for height, or for density. It is obvious that if a piece of land could in 
fact be sold or let for business or industrial purposes it would, as a rule, 
command a higher price than if it were restricted to residential user. 
Similarly, if only a small proportion of a site could be utilized for the 
erection of buildings, the remainder being for amenity and sanitary 
reasons kept un-built upon, or, if for the same reasons, the building be 
restricted in height, it might also be argued that these restrictions do, 
in fact, impose a disadvantage which will reflect itself in price, and so 
inflict on the owner a loss. If, however, ali the land within the influence 
of a particular centre of activity be subject to the same class of restriction, 
it is suggested that this would not affect the standard of value of the 
various plots of land within the class. 

The real criticism arises frem the fact that the whole of the land 
in any district is in the hands, not of one owner, but of many ; and whilst 
Town Planning must proceed on lines in which too close attention is not 
paid to individual owners, zoning must, in. many instances, give some 
owners less than an indiscriminate use would produce, whilst in others, 
by reason of the concentration for special use, it would give an advantage 
which otherwise they would never obtain. It is at this stage that the 
difficult problem emerges of how to secure that the individual owners 
who sustain a loss on the one hand without any compensating advantages 
on the other should receive compensation, while others who gain largely 
on the zoning for user should disburse some of this financial gain. 

Control on matters of this class under the Town Planning Act is what 
I have called regulative, in the sense that no physical possession of the 
property is taken from the owners, as Town Planning merely provides a 
measure of control of the same general character as building and sanitary 
legislation. The importance of this category is evidenced by the fact 
that, as already mentioned, zoning ordinances in the United States are 
limited to this class of control. Our own Town Planning legislation 
extends beyond this, as under it a Town Planning scheme may provide 
for improved communications by means of new and widened roads, for 
public and private recreation by securing the provision or retention of 
land for public open spaces or private playing fields, and for other purposes. 
As regards the provision of means of communication beyond that required 
for ordinary estate development, the local authority must pay appropriate 
compensation, and for land acquired for public open spaces and vested 
in the local authority an adequate purchase price must be paid. Zoning 
for the purpose of preserving land for private open spaces seems to occupy 
a position between the two main classes referred to, in that, although the 
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land is not taken from the owners, and the restriction imposed on it 
seems merely an-extension of the normal control of user, it has not yet 
been considered right to regard this restriction as analogous to the 
restriction as to character user for building purposes. So far as I know, 
zoning for private open spaces which prevents the land being built upon 
has always been considered a subject which properly entitles the owner 
to compensation. The differentiation seems to my mind, however, 
somewhat illogical, but I presume it was decided upon as a matter of 
degree. 

It may perhaps be said that the provision of open spaces, whether 
for the public at large or for private use, or the provision of additional 
means of communication, confers a more direct and obvious enhancement 
in value on the owners whose lands are concerned than do the orderly 
control of development and the allocation of user ; and further, that the 
net result of this kind of control must always be, if wisely directed, to 
the financial advantage of the owner of the land concerned. This is 
recognized by the provision in the Town Planning Act for the recovery 
of betterment, already referred to. 

The Act provides, however, that the betterment to be recovered 
in respect of the increase in value of any property caused by the making 
of a Town Planning scheme is limited to one-half of the amount of the 
increase in value. On this scheme of legislation, the Town Planning 
authority suffers in that, whilst it has to pay full compensation in respect 
of injury done to owners of property by the making of a scheme, it can 
only recover one-half of the increase in value arising therefrom. Thus 
the scales are loaded against the Town Planning authority in many 
instances, for unless the Town Planning scheme is of such a colourless 
character that it in no way restricts the freedom of any individual owner, 
there is likely to be some balance against the authority. This is so, 
notwithstanding the fact that zoning for character, height, and density 
is not a subject entitling owners to compensation. 

The reason for this limitation is not easy to account for. When 
betterment has been discussed, in its more usual form in connection with 
large schemes of street improvement, the argument has been used and 
pressed with much force, that it is not possible to form any reliable 
estimate of the probable enhancement due to the execution of the improve- 
ment. This has always seemed to me to be a curious state of mind, 
because no surveyor-has ever found it so embarrassing as to prevent his 
attempting the task of speaking with definiteness as to the injurious 
affection a property may sustain by an operation by reason of which an 
owner may be entitled to receive compensation. All valuations must 
be a matter of opinion helped by a controlled imagination and based on 
past experience ; and while in both directions there is room for divergence 
of opinion, a sound judgment should not find the problem insoluble. 
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The mere laying down of a line along which development roads must 
be constructed across land in which many owners are concerned does, in 
fact, operate to confer an advantage upon, at any rate, some of the 
owners. It has been found in the acquisition by public authorities of 
large housing estates vested in many owners, where each separate holding 
presented difficulties in the way of independent development and drainage, 
that these owners have, in arbitration proceedings, urged that when 
development takes place roads would be made to coincide so as to form 
a continuous thoroughfare between neighbouring traffic centres and their 
own individual pieces of land, and thus bring their land more into the 
market and so increase its value. 

The provision of open spaces, whether public or private, must also 
confer considerable advantage on land in the immediate vicinity, as 
experience shows that sites possessing these amenities, and the houses 
erected thereon, command a better price than where such advantages 
are absent. In this way, within reason, the dedication of land for this 
purpose ought to produce a sufficient benefit to the remainder to justify 
such allocation. So far as private sports grounds are concerned, experi- 
ence shows that where development for building has been costly, land 
suitable for playing fields would command a price even higher than land 
not so suitable for playing fields but suitable for building purposes. 
Generally, no doubt, the reverse would be the case, and zoning for 
private open spaces should not involve the local authority in any higher 
liability for compensation than the amount of the difference between 
the two values. Where the advantage due to the retention of open 
spaces is also taken into account, in many instances the net liability 
should be very small. 

The question of public open spaces, however, raises somewhat different 
problems. In an area such as the County of London, some portions of 
which were developed hundreds of years ago without the provision of 
hardly any recreation spaces, and the bulk of the remainder during 
the course of the last century, with little regard to the provision of such 
spaces, there is in many central districts a totally inadequate provision 
for this purpose. The problem thus created has emerged in an acute form 
in the preparation of a town plan for the south-eastern section of the 
county, which includes the open land in Eltham, and parts of Greenwich 
and Lewisham. The total area covered by the scheme is about 7,000 
acres, and it includes much land that is, in fact, now used for private 
sports purposes, other land that is suitable for conversion to that 
purpose, and also land which is suitable for public open spaces. 
One of the main points for consideration was whether the provision of 
recreational facilities within the ambit of the scheme should be limited 
merely to the needs of the area, or whether this, the last opportunity, 
should be taken to do something to redress the general deficiency by 
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providing in this area, not only what would be reasonably needed by the 
area, but in addition to make some provision in respect of the needs of 
the congested areas contiguous thereto. 

In the end the preliminary scheme finally submitted for discussion 
allocated something like 2,000 acres for preservation either as public or 
private open spaces. It would probably be contended on behalf of 
claimants to compensation that this allocation was made as part of a 
definite act of policy and that it is obviously a larger provision than could 
be established on the ground of the needs of the area which is the subject 
of the town plan, and consequently, if this contention is upheld, the 
general dictum that a reasonable town plan ought to produce, on balance, 
a net increase of value, would not be realized in this case and the scheme 
might cast upon the Town Planning authority a possible financial liability 
of several hundreds of thousands of pounds. 

By adopting the machinery of the Town Planning Act it is possible 
to stake out the lines of future main communications, and in some cases 
secure a widening of ancient ways which, as is indicated by the change 
of circumstances as to traffic, are likely to become important arteries 
for road transport. Utilized in due time, this machinery operates to 
secure the necessary land at a minimum of cost to the local authority, 
and although up to the present little can be said to have been secured 
in this way in the settled parts of the County of London, there appears 
to be ample scope for it in the event of further legislation being passed 
dealing with those parts of London which do not fall within existing 
legislation. 

By means of the formulation of an improvement line in the town 
plan, buildings in advance of it would need to be moved back in the 
event of reconstruction, but unless a considerable length of frontage 
is dealt with at one time, shops erected in a business street to the new 
line would be at a disadvantage compared with shops still standing out 
to the old line. This problem is not a new one; as in order to minimize 
the cost to public authorities arising from piecemeal setting back it has 
been arranged that, whilst the main wall of a building is erected to the 
new line, temporary shops are permitted to the old line until the frontage 
as a whole can be set back. The adoption of this procedure not only 
minimizes the cost to the local authority but avoids the loss which is 
otherwise sustained by the owner. 

The value of a comprehensive plan to the community, in the benefit 
to be secured in the future, may be estimated by a consideration of the 
conditions as they exist to-day, and the cost to public funds by reason of 
the absence of any comprehensive control in times past. Perhaps in a 
civilized community there is no feature of the original settlement which 
persists so strongly as the line and width of means of communication. 
Although the buildings abutting on these old ways may have changed 
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many times since the first settlement, it is generally possible to trace 
with tolerable accuracy the ancient lay-out. It is not reasonable to 
complain that those who first settled in the old part of London did not 
foresee the conditions of civilization many years later. At the time, 
considering the methods of locomotion and transport, the streets were 
probably fairly adequate for the purpose; but with the complete substitu- 
tion of wheeled and motor vehicles they became of course quite inadequate. 

As an instance of what might have been secured in the way of reason- 
able planning on a comprehensive scale one may perhaps refer to the plans 
that were prepared for the lay-out of the City of London after the Great 
Fire of 1666. The most important of these and that most frequently 
referred to is the plan prepared by Sir Christopher Wren. That plan 
proposed a new lay-out of the City on Town Planning lines with wide main 
thoroughfares. Notwithstanding that that plan was prepared almost 
300 years ago it would probably be difficult to devise a lay-out 
which would afford better means of communication. It is perhaps 
true to say that if that scheme had been carried through in the limited 
area of the City its influence would have guided the development of all 
the land which we now know as London. It failed, according to Wren’s 
biographer, because of “the obstinate averseness of great part of the 
citizens to alter their old properties and to recede from building their 
houses on the old ground and foundations ; as also the distrust in many 
and unwillingness to give up their properties, though for a time only, 
into the hands of public trustees or commissioners till they might be 
dispensed to them again with more advantage to themselves.” An 
historian of London (Noorthouck) says: ‘‘ Had more powers been assumed 
in this respect London might have realized the fable of the phoenix and 
rose out of its ashes unrivalled in beauty throughout the world.” 

It is necessary to remember that there were no sanitary laws or 
authorities to secure reasonable planning until well into the nineteenth 
century, and the absence of these regulations is reflected, so far as it can 
be directly traced, in the large expenditure which has to be met by local 
authorities in London every year in dealing with the formation of new 
main arteries and widenings of existing thoroughfares to cope with the 
traffic of recent years and to minimize the delays which involve such a 
loss to the community, and in securing the clearance of large areas of 
slums under the Housing Acts by reason of the closeness, narrowness 
and bad arrangement which lead to conditions inimical to health. A 
substantial expenditure is also made annually in respect of medical treat- 
ment, which is due in many instances to the conditions in which the 
recipients are forced to live, and is involved in the loss of time and money 
by illness due to the same cause, and in the loss and suffering indicated by 
the high death rate in congested areas. 

As regards means of communication and insanitary areas I can speak 
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with some experience and perhaps feeling, as in my official duties I have 
been almost continuously engaged in the expensive work of what I may 
describe as “town patching,’ necessitated by the absence of Town 
Planning in the original design. It is only necessary to mention such 
street widenings as that of the Strand and Piccadilly, which proceed 
slowly with the view of saving expense, but which notwithstanding involve 
aheavy cost. Of new street construction the best known to the present 
generation is that of Kingsway, which combined the double purpose of 
clearing an insanitary area and providing a new traffic artery. These 
and the many other street improvements and widenings have involved a 
heavy cost to execute, the net expenditure by the Metropolitan Board 
of Works and the London County Council being over £17,000,000. 

This expenditure has done much to facilitate the movement of traffic 
and to reduce the delays which involve such a loss to the community in 
London. If it were possible to estimate what these delays, so far as they 
are preventable by adequate Town Planning arrangements, amount to, it 
would no doubt form a total of startling amount. Sir John Wolfe Barry, 
when a member of the Royal Commission on London Traffic in 1904, 
prepared a memorandum on the subject (appended to the Report of the 
Advisory Board) inwhich he calculates that a loss of I per cent. for persons 
and vehicles in Greater London would amount to nearly {2,000,000 
annually (a loss of a quarter of an hour in a working day of eight hours 
being about 3 per cent). 

The clearance of insanitary areas in London has been proceeding since 
1875, and never was there so much in hand as at the present time. Before 
the War the clearance of insanitary areas in London occupied by over 
45,000 persons had been carried out by the M.B.W. and the L.C.C. at 
a cost of nearly £2,500,000, or over £50 per head. At the present time 
clearance schemes by the L.C.C. are in hand for areas occupied by over 
28,500 persons, which when completed will involve a large expenditure. 

As regards the effect on health of slum conditions, which are being 
removed at such great expense, the following figures of death rates for a 
few of the areas may be mentioned : 


Death rate per 1,000 persons, 


Insanitary area. Area. London. 
Boundary Street (Bethnal Green) . k ‘AOE 18°4 
Clare Market (Westminster) . : 2 :. 39°O 17°7 
Webber Row (Southwark) . . : < 7.3075 184 
Aylesbury Place (Clerkenwell and Holborn) . 3674 18°6 
Tabard Street (Southwark) . : 1 Looe 14°9 


That the death rate in some of these insanitary areas is over twice the 
general rate for London gives some little indication of the increased illness 
and suffering that such conditions produce. In the worst parts of such 
areas the disproportion in death rate is still greater. It may be assumed 
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that the loss by absence from work through illness is correspondingly 
high, this being a serious item of loss both to the individuals concerned 
and to the community. In England and Wales, the sickness benefit 
to insured persons under the National Health Insurance Act amounted 
in the year 1926 to {11,284,300 and the medical benefit to £8,534,400. 
The loss to insured persons, and still more the whole population, is of 
course very much greater, no small part of which is due to bad housing 
conditions. 

Another cause of loss in the unguided growth of a city is the 
uneconomical development which necessarily results. Though business 
men in the development of property think first of the return to be obtained, 
they would be glad to shape their plans so as to conform to the needs of 
the community were a Town Planning scheme available. In the absence 
of such plans persons undertaking development have to proceed in the 
dark, and the consequent development is often wasteful and has the effect 
of depressing land values generally. 

The financial obligation involved in a Town Planning scheme, even in 
suburban areas, is one of considerable importance and should receive 
from the very commencement full consideration by the Town Planning 
authority. The problem in connection with that class of Town Planning 
is simple compared with what may arise in the more comprehensive 
application of Town Planning to the older developed areas. 

This view as to the need for close attention to financial considerations 
has been impressed upon Town Planning authorities by the Ministry of 
Health, particularly in its report for the year 1926-27, from which the 
following is an extract : 


NEED FOR CARE IN CONSIDERING THE PROSPECTIVE Cost OF SCHEMES, 


‘It should not be assumed that, because a Town Planning scheme does not 
ordinarily commit the responsible authority to expenditure on works at any parti- 
cular time, the question of prospective expenditure under a scheme may safely 
be disregarded. The example given in the preceding paragraph (of a projected 
road running along the boundaries of the estates of two separate owners, neither of 
whom is consequently in a position to construct the road independently, if either 
desires to develop his land for building in advance of the other and is unable, because 
of the scheme, to substitute a road entirely on his own land for the purpose) indicates 
that occasions may arise on which the authority will be unable to avoid expenditure 
on works at a time not wholly predetermined by themselves, if they are to secure 
the necessary co-ordination in private development or between public and private 
development. Other instances of similar contingencies have been mentioned in 
previous Annual Reports. The expenditure to which the responsible authority 
will be committed on these accounts will normally be relatively small, if the plan 
is prepared with the possible contingencies in mind, and with the intention of 
avoiding proposals which entail obligatory expenditure, except in so far as they 
are vital to the scheme. It is important, however, that promoting authorities 
should consider their schemes from this aspect and take due account of the potential 
liabilities. 
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“ Similarly, in the case of proposed bridges or widenings involving extensive 
demolitions and othér projects of financial importance, the absence of any intention 
to undertake the works within any fixed period does not justify their inclusion in 
schemes without regard to their probable cost. There must obviously be a reason- 
able expectation that the work will, in fact, be undertaken, when the proper time 
comes, and good ground for believing that the cost will be within the prospective 
financial resources of the authority concerned. The ultimate presence or absence 
of a bridge, for instance, may involve extensive modifications in the development 
plans of land in its vicinity, and it could not therefore, safely be included in a 
scheme simply in the hope that its construction would be found possible, unless it 
was Clear that the plan of the surrounding development would not, or need not, 
be materially affected if the project did not on financial grounds mature. 

“ The inclusion, again, of widenings on land already developed with buildings 
must clearly depend largely upon the character, value and probable life of the build- 
ings affected as a whole. There would be little advantage in scheduling for street 
improvements extensive areas of property too valuable for acquisition and not 
likely to be voluntarily redeveloped within any measurable period. 

“« Attention is drawn to these considerations in view of an occasional tendency 
in some quarters to assume that, because a Town Planning scheme does not 
ordinarily impose definite liabilities or limits of time for the execution of works, the 
promoters need not seriously concern themselves with the financial aspects of the 
scheme. It may often be wise to make precautionary provision in schemes for 
works which may not ultimately be found to be necessary, where this can be done 
without involving the risk of serious injury or expense. The reservation of generous 
road widths for arterial roads on undeveloped land is an instance in point. It is 
important, however, that every project should be studied in its prospective financial 
aspects as well as from the point of view of its value as a feature of the plan in which 
it is proposed to be included.” 


In relation to this, I would refer to the case of a small industrial 
town with a population of about 14,000 for which a town plan was recently 
under consideration. The preliminary statement indicated a wide vision 
on the part of those responsible for its inception, in that a very large 
number of new roads was proposed and most of the existing roads in 
the area were to be widened. I well remember the criticism of a well- 
known surveyor who acted for some large owners in the area, his view 
being that the scheme was far too ambitious for the resources of the 
authority concerned. 

This financial liability must always be the cause of anxiety to an 
authority desiring to make full use of the statutory powers with which 
it has been endowed by Parliament, and it is to be feared that many 
authorities are deterred from taking steps which are essential for the 
control of the development of our towns. It is therefore a problem 
of importance to consider how essential schemes of this character can 
be financed without imposing too heavy a burden on the finances of 
the Town Planning authority. 

As IL earlier indicated, wise Town Planning means nothing more than 
good estate management on a large scale, and a prudent application 
of good estate management must always result in added values. It 
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follows that if the whole of all the districts concerned were in one owner- 
ship there could be no question of financial liability in respect of which 
there were not at least an equal asset. It is obvious that constructional 
works would involve immediate expenditure, and as the power of absorp- 
tion of sites so made available is limited, the expenditure, whatever its 
magnitude, should be so regulated as not largely to outrun the likely 
realization. 

But these are not the facts with which one has to deal. It is true 
that large estates exist, but in relation to the total area involved they 
are only a relatively small proportion. On the other hand, there are 
many very small plots held by different owners whose resources are such 
that they are incapable of adopting the same enlightened attitude towards 
a town plan as can be done by the large owners. 

The first obvious remedy of this, the concentration in one control 
or ownership, is practically impossible ; and no scheme of compulsory 
exchange on a sufficiently large scale to achieve the ends in view is 
politically or financially practicable. In an old-established county like 
our own, with its complicated titles to land, it is not practicable to make 
general use of such a system, although in a limited way it may be used. 
The idea has been adopted on the Continent. In Prussia what is known 
as the Lex Adicis (Dr. Adicis of Frankfort being its introducer) makes 
provision for redistributing ownerships in such a way as to give each 
an interest in the scheme corresponding in value to that before the Act. 
Adjustments are made by a commission consisting of a building expert, 
a lawyer, a surveyor and a valuer, none of whom must be a member 
of the Municipal Executive Council. The application of this law has 
special reference to areas where there are numerous small owners owning 
more than one half the area affected. In its working it has been found 
to be too cumbersome, and a difficulty occurs in its being necessary for a 
fresh commission to be appointed to deal with each case. This law, 
however, is only applied there to what one may describe as virgin land, 
and is obviously unsuited to any but the simplest form of the problem 
of adjustment, apart altogether from the conveyancing point. 

From time to time there have been suggestions that in dealing with 
a limited category of property, not of necessity of the nature of a slum 
condemnable under the Housing Acts, but a class of property on the 
margin of it, a procedure might be devised under which the whole of 
the property would be brought under one management, with the object 
of obtaining an improvement of existing conditions so that the houses 
could be retained for occupation for a limited number of years. An 
essential feature of such proposals seems to be the conversion of the 
legal estate into a sharing agreement of the profits under the single 
management, the share being determined by the value of the respective 
interests at the time when the scheme is embarked upon. Here, again, 
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is a line of thought which might be followed to see whether its application 
would be practicabie over the much wider area comprised in the redevelop- 
ment of the older parts of our cities. Frankly, to me the administrative 
difficulties entailed would be great; and I fail to see how it is likely 
to be practicable in cases of difference to settle by any machinery 
likely to be devised figures in respect of the market values of all the 
interests in all the properties likely to be concerned by a town plan 
extending to the older developed areas; and even if this feat were 
achieved there would still be an imponderable item of value to be assessed, 
namely, the varying rates at which in the future increased values were 
likely to be realized; for it is obvious that some property, by reason 
of its situation and circumstances would be likely to achieve a higher 
value at a much earlier date than others. It is true that in capitalization 
due regard to this must be given, but my experience of the difficulty 
in assessing betterment in connection with street improvements, which 
it is true are limited in number, leads me to think that it would be very 
difficult, if not impossible, within any reasonable period of time, to obtain 
even an approximate figure available for any purpose. 

There occurs to my mind at the moment one other course. In con- 
nection with the public policy of reducing the number of premises licensed 
for the sale and consumption of intoxicating liquors, a scheme was 
devised whereby compensation was to be paid to persons interested in 
those houses of which the licences were not renewed. The authorities 
responsible for the administration of this scheme needed to be put into 
the possession of funds, and for this purpose all the licensed houses were 
made subject to a compensation fund levy, which is in the nature of an 
insurance fund. All contribute to the fund, but only some receive any 
payment from it, though of course all may be regarded as benefiting 
indirectly by the reduction of competition in business. 

The feature of this is that a limited class of property is liable to 
a limited interference in the interests of general public policy, and the 
individuals in that class who suffer by reason of the operation of that 
policy are entitled to compensation out of the fund to which every 
individual in the class contributes. 

It is, I think, worthy of consideration whether the principle embodied 
in the establishment and administration of this fund might form the basis 
for a scheme sufficiently extensive in its operation and fair in its incidence 
to finance the wider scheme of City Planning which, it is likely, will soon 
be made possible by further legislation. It seems, however, essential 
that the present limitation on the amount of betterment which may be 
recovered by a Town Planning authority should be removed, as it would 
obviously be impossible to found a scheme of finance of this kind on the 
basis that whilst full compensation for injury through the making of a 
scheme is to be paid by the Town Planning authority, only one-half of 


175 





Public Administration 


the betterment which arises from the making of the scheme is to be 
recoverable by the authority. 

As I was concluding my notes for this evening, there came to me from 
Mr. T. Adams, the General Director of Plans and Surveys for the Regional 
Plan of New York and its environs, a report on land values, distribution 
within New York Region, and relation to various factors in urban growth. 
There has not been time for me to do more than cursorily examine this 
document, but one or two statements in the book seem not inappropriate 
for this evening’s thought. The following are some of the more striking : 

“ Everything that goes to the making of a city plan influences land 
values in one direction or another. On the other hand everything that 
adds to or detracts from the cost or value of land has an effect on the 
planning and development of land.”’ 

“ It is probable that zoning restrictions have not caused any reduction 
or increase in land values but have stabilized them and prevented 
premature shifting of values.”’ 

“‘ Large parks have increased values in their vicinities from two to 
four times as rapidly as values have increased in similar lands not served 
by such parks.”’ 

But perhaps the most striking facts are that in Manhattan the centre 
of the City of Skyscrapers, as we think of New York, only some 7 per cent. 
of its area is occupied by high buildings and less than 1,700 out of nearly 
98,000 of its buildings were more than ten storeys in height in 1924. 
And in the view of the expert upon whose investigation the report is 
founded, the best economic use of the highest priced land may be to erect 
low buildings upon it, this being justified by recent structures in the 
52nd and 57th Street districts. 
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The Control of Rates for Public- 


Utility Services in America 
By A. J. WALDEGRAVE, M.B.E.* 


[A paper read to the members of the Accountant-General’s Department, General 
Post Office, London, on oth February, 1928] 


hy is common knowledge that in America there has been practically 
no nationalization or municipalization of public services: except 
for the Post Office (which has no control over telegraph or telephone 
services) everything is left to private enterprise. It is not so generally 
known, however, that this private enterprise is far from being 
unrestricted ; and it is the purpose of this paper to give some account 
of the nature and extent of the public control in America of companies 
such as railway, tramway, and telephone companies, and of the methods 
adopted for regulating their rates. 

The Americans have introduced the convenient expression “ public 
utilities ’’ to describe the group of services concerned. The distinguishing 
feature of a public-utility service is that it is one in respect of which the 
ordinary laws of supply and demand cannot operate and which therefore 
takes on a monopolistic character. It is true that, in the long run, 
no undertaking can be sure that it will escape the pressure of competition. 
Electricity may threaten gas; motor-buses may embarrass tramways ; 
railways may be in difficulties from the competition of road transport ; 
or, to come nearer home, telegraphs may be in distress because of the 
development of telephones, or cables may be threatened with extinction 
by wireless. At the time of installation, however, and for an indefinite 
period afterwards, the public-utility undertaking has the character of 
a monopoly. Its services are vital to the public and at the same time 
there is no effective competition to keep it from taking undue advantage 
of its position. It may give an indifferent service, but the aggrieved 
customer cannot turn elsewhere; its rates may be exorbitant, but 
nevertheless they must be paid. 


‘ 


1] should like to acknowledge my indebtedness to the officials whom I met in 
making my inquiries and whom I found invariably courteous and helpful, particularly 
to Mr. T. A. Gillis, the Assistant Secretary of the Interstate Commerce Commission ; 
Mr. James B, Walker, the Secretary of the National Association of Railroad and Utilities 
Commissioners; and Mr. John E. Benton, the General Solicitor of this Association. 
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It is inevitable that where conditions of monopoly exist the community 
should seek to exercise some sort of control of the service, but the nature 
of that control may assume many forms ; and in America the form which 
it has assumed has been a matter of development, reflecting the dis- 


tinctive characteristics, geographical, political, and industrial, of the 


United States. 
The enormous development of railroads during the phenomenal 
expansion of population in the latter half of the nineteenth century 


was accompanied by specific abuses, and it was in attempts to find | 
remedies for these actual abuses, rather than in any desire to apply 
general principles of community rights, that the system of regulation | 


began. Its inception ran counter to the strong predisposition in the 
United States to accord every encouragement to enterprise, and to 
promote the introduction of the alleged advantages of modern civilization 
in all their latest forms; but the conviction steadily grew that steps 
must be taken to ensure that the railway companies and the other public- 
utility undertakings should not be allowed to trample on the rights of 
the individual as citizen, and, more particularly, as trader. In America 
there persists a strong tradition of the right of man to life, liberty, and 
the pursuit of happiness—which means the pursuit of the dollar, uninter- 
fered with by corporations and governments. To the American, more 
than to any one else, business is sacred. 

The complaints against the railways were that the rates were extor- 
tionate and discriminatory, that the companies showed a callous disregard 
for the public safety, and that their speculative financial operations led 
to grievous loss of investors’ money. The existence of discriminatory 
rates was particularly resented. A farmer would find that it cost more 
to convey his own crops to market than was charged for the conveyance 
of those of a neighbour, and, most aggravating of all, that he was charged 
higher rates than were levied on goods coming from a distance and 
passing through his own station. In the eighteen-sixties some of the 
States began to take action by appointing Commissions to investigate 
these complaints, but for enforcement of the decisions of these bodies 
there was nothing available beyond public opinion. Then in the ’seventies 
some of the Western and Southern States set up Commissions armed with 
power to prescribe maximum rates and to prosecute railroad companies 
for non-compliance with their decisions; and in 1876, in a celebrated 
case, Munn v. Illinois, the right of States to legislate in this manner 
was recognized by the Supreme Court. 

It was not until 1887 that action was taken on a national scale, and 
there was passed by Congress the Interstate Commerce Act, setting up 
a body of Commissioners with powers ostensibly of considerable scope. 
The United States, however, has a rigid constitution and an elaborate 
legal system ; and the railway companies proceeded to take full advantage 
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The Control of Rates in America 


of these blessings of Providence. They appealed against nearly every 
finding of the Commission, and the average duration of the cases of 
appeal was four years. If a consignor of goods (a shipper, as he is always 
called in America) declined to answer a question relating to his enjoyment 
of a preferential rate, he was held to be protected by a provision of the 
Constitution that no person should be compelled in any criminal case to 
be a witness against himself. If a case went from the Commission to the 
Courts all the evidence had to be taken over again. With opportunities 
of obstruction like this, it is not to be wondered at that the companies 
succeeded in remaining immune from serious control. And for nearly 
twenty years the history of the Interstate Commerce Commission was a 
story of frustrated endeavour and fruitless protest. 

However, by 1906 public opinion had become ripe for an advance, 
and an amending Act was passed which greatly strengthened the hands 
of the Commission. The opportunities for obstruction and delay were 
diminished, any departure from the published tariff was made a mis- 
demeanour, so that proof of preferential treatment of shippers was no 
longer required, and it was made an offence to receive a rebate as well 
as to grant one. More important still was the introduction of a provision 
—revolutionary in character for America—that the Commission might 
determine and prescribe just and reasonable rates of charge. This fixing 
of rates was, however, to take place only upon complaint and after hearing 
the complainants. 

The passing of this Act improved matters from the point of view of 
the Commission, but there were still difficulties, and in rg10 a further 
Act was passed giving the Commission power to initiate inquiries and to 
suspend changes in rates pending examination as to their reasonableness. 
Incidentally, this Act extended the jurisdiction of the Commission to 
cover interstate wire or wireless telegraph, telephone and cable companies. 

Meanwhile it had become evident that just and reasonable rates of 
charge cannot be fixed without first settling the amount of the capital 
on which a dividend is to be paid. The Commissioners reported that 
the balance-sheet statements of the companies were valueless for this 
purpose. They said, ‘‘ No court or commission or accountant or financial 
writer would for a moment consider that the present balance-sheet state- 
ment purporting to give the ‘ cost of property’ suggests, even in a remote 
degree, a reliable measure either of money invested or of present value.” 

Thereupon, in the bold and almost frivolous way in which America 
enters upon stupendous undertakings, Congress passed an Act directing 
the Commission to appraise the property of all common carriers who 
were subject to the regulation of rates. (In the United States a telegraph 
or a telephone company, equally with a railway company, is a common 
carrier.) An inventory was to be made of the property to be valued 
and the cost of reproduction both new and less depreciation was to be 
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ascertained. This was in 1913 ; and the work of valuation is still proceed- 
ing. Whether any substantial progress was made before the War I do not 
know, but, if so, the War, in America, as elsewhere, dislocated all ordinary 
procedure and brought great disturbance into the world of transport. 
For a time the American railways were placed under the control of the 
Government. When the War was over opportunity was taken, in the 
United States as in Great Birtain, to review the position of the railway 
system, and the Transportation Act of 1920 was passed. 

This Act confirmed the powers of the Interstate Commerce Commission 
to prescribe fair rates: ‘‘ just and reasonable rates’’ is the wording of 
the Act, these rates being such as will under honest, efficient, and economical 
management yield such percentage on the aggregate property value as 
the Commission shall determine to constitute a fair return thereon. For 
the two years beginning 1st March, 1920, the rate was to be taken as 
53 percent. Moreover, it was provided that if in any year the net earnings 
of a railway company exceeded 6 per cent. the surplus should be appro- 
priated by the Government and be devoted to general improvement of 
the transport facilities of the country. 

The Act also confirmed the arrangements for making a valuation of 
the entire property of the companies. In the report of the Interstate 
Commerce Commission for 1927 it is stated that final valuations have 
been reached in 610 cases, covering 52,604 miles of road; but this is 
only 21°61 per cent. of the total mileage. There was surely wisdom 
shown in the reorganization of our own railways under the Act of 1921 
when a short cut was provided for arriving at a reasonable return on the 
capital of the companies by making 1913 a standard year for the purpose. 
At the same time, one is bound to admire the courage and industry of 
the Americans in undertaking this colossal task of valuation in order to 
arrive at an equitable basis for fixing rates. 

The legislation which I have just been describing is legislation on the 
part of the central Government, and concerns only the traffic which passes 
from one State to another. But in addition to this the forty-eight States 
of the Union have all passed their own legislation seeking to control the 
public-utility undertakings within their borders and have all set up 
Commissions with power to regulate rates. They have not, however, 
all adopted the same method of appointing these Commissions. In 
twenty-two of the States the Commissioners are appointed by direct 
election. What proportion of the electorate votes in these elections I 
did not ascertain, but as only about half the people on the national 
register take sufficient interest to vote in the election of the President, 
it is not likely that a large proportion get excited about the election of a 
public-utility commissioner. In two States the Commissioners are elected 
by the Legislature, in one they are appointed by a statutory board, and 
in all the remaining States they are appointed by the Government of the 
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The Control of Rates in America 


day. The period of appointment varies from three to six years, and the 
salaries paid range from $1,600 to $15,000 (say £300 to £3,000) per 
annum. The average salary is $5,000 (say {1,000). About half the 
Commissioners are lawyers. 

With so large a measure of the political element entering into the 
appointment of the Public-Utility Commissions it might be expected, 
prima facie, that these bodies would fall very far short of perfection in 
the exercise of their delicate and responsible functions. But there are 
several forces which tend to keep them up to the mark. First, the 
Americans take business very seriously, and will not easily tolerate the 
handling of its problems by incompetent men. The charlatan may find 
a place in any other Department of life, but business is sacred and will 
stand no nonsense. Then, each of the Commissions has an expert staff 
of engineers and accountants, and in America as elsewhere the permanent 
official does his modest best to keep the ship on an even keel. And 
thirdly, the action of the Commissions is always liable to be challenged 
in the Courts—a factor about which I must say a little more presently. 

While speaking of the method of appointment of the Commissions, 
I should say that the Interstate Commerce Commission consists of eleven 
Commissioners. They are appointed by the President, not more than 
six from the same political party, and their period of office is seven years, 
with the possibility of reappointment. Each receives a salary of $12,000 
(say £2,500). The Interstate Commerce Commission is in effect a big 
Government Department of about 1,700 officers and an expenditure of 
about {1,250,000 a year. The expenditure of the State Commissions 
amounts in the aggregate to about the same sum. 

There is no formal co-ordination of the activities of the public-utility 
commissions, but there is a National Association of Railroad and Utilities 
Commissioners which the Commissioners may join, each in his individual 
capacity. This Association holds an Annual Convention, at which the 
common problems are discussed and committees are appointed to prepare 
reports for submission to the next convention, on the various aspects of 
the work of the Commissions. The Report of the Convention of 1926 
(held at Asheville, North Carolina) throws some light on the working of 
the Commissions. According to one speaker, the Commissions find that 
the best counsel are employed by the companies and that the public 
interests are not so well organized, and that it therefore becomes necessary 
for the Commissions to supply the deficiency in the presentation of the 
public case. 

Here are two points from the address of the president of the 
Convention : 

1. “‘ Congress has resolved the constitutional right of the carriers to earn a 


compensatory return into definite and concrete terms by declaring that they are 
entitled to earn, under present conditions, a net revenue of 53 per cent. upon the 
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fair value of their properties devoted to transport services.” [In what circumstances 
this declaration was made I have not discovered ; nor what weight it carries.] 

2. ‘“‘ The rate burden should rest as lightly as possible, within legal limits, upon 
the basic commodities essential to the agricultural, commercial, and industrial 


activities of the country and, if necessary, to produce the desired aggregate revenue, | 


> 


more heavily upon the higher-grade traffic.’ 


There was some discussion of the question of taking the value of an 
undertaking as a going concern as the basis of the rates to be charged, 
and one speaker called attention to the fact that the Supreme Court 
decisions adopt the view that the Commissions may allow for “ going 
value,’ i.e. something more than actual capital expenditure in fixing 
rates, but that they were not bound to do so, A commissioner from 
Wisconsin said that his State would not allow to be taken into account 
capital expenditure on the early fruitless period of a company’s existence, 
They would take going value rather than all retrospective capital expendi- 
ture. Several speakers emphasized the fact that the Commissions came 
into being because of gross over-capitalization and stock-watering. 

The possibility of financial manipulation to the detriment of the 
public through the absorption of companies in larger holding corporations 
was discussed. The allegation is frequently made that the Bell Telephone 
Companies conceal their profits by their arrangements with the Western 
Electric Company, which manufactures for them and is controlled by 
the same financial interests; and a reflection of this charge appears in 
a demand by one of the Committees saying, ‘‘ Let the statutes be 
broadened to permit inquiry into costs and return of non-utilities furnish- 
ing their products to distributing utilities under contract, with the 
authority to investigate and make a matter of public record, all the 
facts of relationship between operating and holding companies.” 

A further discussion took place on the power of the Commissions to 
secure economies. It was pointed out that the concept prevails that 
cost of production and rate charge for a commodity must follow farallel 
curves separated if at all by a measured profit or return of a definite and 
fixed amount. This, it was urged, was too mechanical a basis for rate- 
fixing, and supplied no incentive to companies to reduce expenses in 
order to share in the result of economies. The principle was advocated, 
without any reference to the fact that it has long been adopted in England 
for gas companies and similar undertakings, or introducing a sliding- 
scale under which an increase of dividend must be dependent on a 
reduction of rates. 

Another point discussed was the desirability of fixing standards of 
service. It was stated by the Committee which introduced the subject 
that ‘‘ only two or three States have made any attempt to fix standards 
of service and these only halting steps of a very general nature.” “ Yet,” 
the Committee proceeds, “ fixing rates without fixing the corresponding 
standard of service means nothing. A telephone company, if it so desired, 
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The Control of Rates in America 


might easily curtail its service after a rate decrease so that the rates 
fixed by the Commission instead of yielding 6, 7, or 8 per cent. might 
bring in a return of considerably more.”’ 

One last point from the Report—it was stated that there are 14,000,000 
holders of public-utility securities in the United States, and attention 
was called to the embarrassment experienced by the Commissions from 
there being so many people whose interests as investors were in conflict 
with their interests as consumers. 

Well, these are some of the points which emerged at the Convention 
of the Public-Utility Commissioners. Let us now return to the main 
story of the system of rate-control in America. 

As we have seen, regulation has proceeded by the appointment of 
Commissions charged with the duty, in the public interest, of fixing 
rates calculated to give the companies a fair return on a fair value. It 
is easy enough to lay down a general principle of this kind, but its inter- 
pretation into actual schedules of rates (skedules, as the Americans 
call them) is another matter; and it is not surprising to discover that 
the companies have frequently quarrelled with the findings of the Com- 
missions. Who shall say what is a fair return and what is a fair value ? 
The remedy of the companies, if they disagree with an award, is to appeal 
to the Courts against it as amounting to confiscation and as therefore 
unconstitutional. It does not then become the duty of the Court to 
fix the rates itself ; all it is concerned with is to affirm or deny the con- 
fiscatory character of the rates fixed by the Commission—though a 
denial that they involve confiscation amounts to practical confirmation 
of them, and sometimes indeed the Courts have formally confirmed them. 
But the essence of the situation is that the companies have the right to 
appeal against confiscation; and important cases go through to the 
Supreme Court, which, as a judicial body, is of the highest standing. 

There are two main questions of principle which have arisen for legal 
discussion and on which much discussion has already taken place without 
finality being reached. The first of these questions is whether the rate- 
base, i.e. the ‘‘ fair value ’’ on which the rates are to be fixed, shall be the 
original cost of the plant or its reproduction cost. In America, as in 
Europe, prices have risen very substantially since the War; and a 
railway-track, a power station, or what not, which cost £100,000 to install 
in pre-war days would cost say £160,000 to install at the present time. 
Should the rates be fixed so as to yield a fair return on £100,000 or on 
£160,000? The Supreme Court appears to have wobbled a good deal 
on this issue and to have given conflicting judgments, though from a 
recent report in the press it would seem that the latest judgment rejects 
reproduction cost as the basis and upholds rates based on original cost 
only. 

Confusion has probably been introduced into this question by its 
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close practical connection with the subject of renewal of plant (which 
of course must be effected at the higher costs) and the relation of this 
problem of renewalwith the general question of provision for depreciation. 
The question of depreciation—the second main question of principle to 
which I have referred—has recently received full consideration by the 
Interstate Commerce Commission, and that Commission has issued a 
statement on the subject which is worthy of close study. The statement 
takes the form of an order imposing on all companies which come within 
the jurisdiction of the Commission the obligation to provide for deprecia- 
tion according to certain principles. It is interesting to note that these 
principles are exactly those which have been adopted in our own Com- 
mercial Accounts. Not that we can take credit for having educated the 
Interstate Commerce Commission in the matter; that credit belongs 
to the American Telephone & Telegraph Company. There is, however, 
one point of importance in which the A. T. & T. Co. dissents from the 
order of the Commission, and on that point our own practice is in accord 
with the view of the Commission. The Commission says that where 
the straight-line system is adopted the amount of the accrued depreciation 
should be deducted from the prime cost of the plant in order to arrive 
at the rate-base. This is equivalent to what happens under our practice 
of crediting the Telephone undertaking with interest on the balance of 
the depreciation account ; and I must say that I was surprised to see 
the protest of the A. T. & T. Co. against the order of the Commission 
on this point. 

In general, however, the Commission has adopted the depreciation 
system of the Bell Telephone Companies and has rejected the system 
advocated by the Railway Companies. The Railway Companies maintain 
that so long as the railroad is maintained in working order there is no 
need to provide for depreciation in advance of the actual date of renewal 
of thevarious items of plant. The telephone companies, on the other hand, 
say that as soon as a piece of plant is installed its useful life begins to 
run its course towards its inevitable end, and that year by year, during 
that life, the duration of which can be estimated, provision should be 
made for the time when the effective value of the plant will be exhausted 
and it must be retired from service, either to be renewed or to be replaced 
by plant of another type. The cost of the plant when originally installed, 
less any estimated net scrap value, is divided by the estimated number of 
years it will be in service, and that amount is charged against the revenue 
each year and carried to the depreciation account. This is called the 
straight-line system. It has the great merits of simplicity and safety. 
The Interstate Commerce Commission says that it ensures the integrity 
of the capital, though I do not see how any system can do that if the 
enterprise is doomed to be superseded by an entirely different kind of 
operative plant as, for example, trams by buses or cables by wireless ; 


184 








the 
qu 
effe 
kno 
ha’ 


pri 


ini 





hich 


this | 


ion. 


e to | 


the 
da 
1ent 
thin 
Cia- 
hese 
om- 

the 
ongs 
ver, 

the 
cord 
here 
tion 
tive 
tice 
e of 

see 
sion 


tion 
tem 
tain 
5 no 
wal 
and, 
s to 
ring 
1 be 
sted 
rced 
led, 
or of 
nue 
the 
ety. 
rity 
the 
d of 


ESS ; 





{ 


| 





The Control of Rates in America 


and I can conceive of circumstances in which one might view with 
equanimity the fact that a depreciation reserve did not for the moment 
equal the full expired value of the plant. But the Railway Companies 
contend that systematic provision for depreciation is unnecessary, and 
that the carrying out of renewals, as and when they become necessary, 
takes sufficient care of the capital : and on this contention the Commission 
pungently observes : 

“ One of the chief reasons why these companies object to depreciation accounting 
is apparently a desire to avoid equalization of retirement expenses. They wish an 
opportunity when business is poor to postpone or defer retirements, and consequent 
charges to operating expense, until business is good. Unless this opportunity be 
afforded, they say that at times their credit may suffer seriously, either because of 
a suspension or diminution of dividends or because of an unfavourable showing of 
net income. This amounts to saying that they wish to use the expense of main- 
taining the property as a form of shock absorber, allowing this expense to fluctuate 
in harmony with relative prosperity.” 

The objections to dhe order of the Interstate Commerce Commission 
on Depreciation were about to be heard just as I was leaving Washington, 
and I have not yet seen the result. Sooner or later, however, the decision 
of the Commission will be reflected in the accounts of the companies. 
The Interstate Commission has from the first realized the importance of 
a proper system of accounts in any scheme of rate-control and by the 
Act of 1906 it obtained power to prescribe the form of accounts to be 
employed by all carriers. Of particular interest to ourselves is the 
Uniform System of Accounts for Telephone Companies which was made 
effective from 1st January, 1913. A study of this system of accounts, 
in comparison with our own, will well repay the trouble. The ground is 
covered in close detail ; and, while there are no very vital divergences 
from our practice, there are points of difference, consideration of which 
will be found both interesting and illuminating. 

The State Commissions have followed the lead of the Interstate 
Commission in the policy of prescribing accounts, and it was interesting 
to see appended to the Report of the Convention of which I have spoken, 
a Uniform Classification of Accounts for Bus Companies, which had been 
prepared by a Committee and was recommended for adoption by State 
Commissions, with the inscription on it “‘ Not Copyrighted.” 

So far, I have been describing rather the machinery of rate control and 
the principles on which it has been established. It is natural that the 
question should be asked, How in practice does it work ? Hasit any real 
effect on actual rates? It is difficult to reply to this question without 
knowing what would happen if the machinery were not there, and without 
having a closer acquaintance with its working than I was able to obtain. 
I think, however, there can be no doubt that during a period of rising 
prices the existence of the Commissions has been distinctly useful. The 
initiative in the modification of rates has naturally, during the past 
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few years, come from the companies and the opposition from the public ; 
and it must have been a salutary check on the companies that they have 
been compelled to justify their propositions before tribunals representing 
more or less directly and more or less efficiently the public interest. In 
one case (in Oregon) the public were so incensed with the action of the 
Utilities Commission in agreeing to increases in the telephone rates that 
they put in operation the electoral machinery known as the recall, and 
the Commissioners were removed from office. Probably in a period of 
falling prices the public would be more apathetic and the Commissions 
less active. 

I was assured that the desire of the companies to stand well with the 
public when coming before the Commissions had had a marked effect 
on the manners of their employees. Under inspiration from above, 
there has developed a sort of cult of public service which has led to a 
more friendly and helpful attitude all round. Indeed, I was told that in 
the smaller telephone exchanges, the operators are expected to do a 
“ good deed ”’ every day by going outside the strictly official requirements 
and helping a subscriber out of some difficulty disclosed in making calls. 

Certainly the Commissions are actively employed. The American 
Telephone & Telegraph Company issues monthly a volume containing 
the recent orders and decisions of Commissions relating to telephones 
only, and each volume runs to several hundred pages. 

The existence of the Commissions exposes the companies to criticism 
and to the pressure of public opinion in a practical, if sometimes 
unscientific, way, and compels them to make concessions which may 
not even be in the best interests of the public itself. At Ottawa I found 
that the Bell Telephone Company of Canada had endeavoured to intro- 
duce measured rates into its service, but had been forced to abandon the 
effort and to continue flat rates. Flat rates are still very popular in 
America. In Washington the street-car service is on a flat-rate basis— 
the rate being 8 cents (4d.), which for a short distance struck one as 
high. In New York there is a five-cent fare—covering any distance—the 
maintenance of which is a dominating issue at local elections. Of course, 
it is an unremunerative rate, and the companies have indirectly to be 
largely subsidized; but public opinion has hitherto been too strong 
for the reformers, who would like to put things on a proper financial basis. 

The American Telephone & Telegraph Company is making every 
effort to abolish the flat rate, and fairly recently it succeeded in doing so 
in Los Angeles by sending to every subscriber who stood to gain a state- 
ment of what his calls during the year would have cost him under the 
measured rate which they proposed to introduce. This was sufficient 
to create the necessary public opinion. The subscribers learnt in this 
way that under the flat-rate system the many pay more than they need 
in order that the few may pay less than they ought. 
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The A. T. & T. Co., it should be understood, operates only the long- 
distance lines itself, leaving the exchange operations to associated com- 
panies ; but these associated companies are dominated, both financially 
and in respect of management, by the parent company. The functions of 
the A. T. & T. Co. are very well described in the report of the California 
Commission on an application made by the Southern California Telephone 
Company in 1924 for authority to increase its rates and to introduce 
measured service (the measured service in Los Angeles of which I have 
just spoken). The report is contained in the volume issued by the 
A. T. & T. Co. in March, 1925. 

I should like to read a few extracts from the award of the Commission 
in this South California case, because they give an idea of the thoroughness 
of the investigations which are made by, at any rate, some of the Com- 
missions, and of the quality of the consideration given to the subjects 
submitted to them. To take first the relationship between the A. T. & T. 
Co. and the associated Companies: the evidence before the Commission 
was that the California Company had an agreement with the A. T. & T. 
Co. whereby, in return for 44 per cent. of its gross revenue, it received 
certain benefits and services, comprising the use of subscribers’ apparatus 
(including repair and replacement), enjoyment of patent rights, the benefit 
of research and development work, and financial advice and assistance. 
(This payment of 44 per cent. of their gross receipts by the Associated 
Companies has now, I should mention, been reduced to 4 per cent.) 

Commenting on this relationship the Commissioners say : 

“ Requests for information relative to the cost of rendering the licensee service 
were made upon the local company without any satisfactory results. We do not 
hold the local representatives at fault, for it is apparent that they are acting only 
as pawns in the hands of the administrative. body, which has maintained them in 
ignorance of the administration of their concern. It is to be noted, however, that 
when the local company was asked by this Commission during the pendency of 
this case to request the presence of executives of the American company to explain 
the operations of that company, this request was refused. Substitutes only were 
submitted, who proved not fully able or were not permitted to give the information 
demanded.” 

The Commissioners consider that the A. T. & T. Co. itself should be 
subject to investigation. 

They go on to say that as regards the use of apparatus supplied and 
maintained by the parent company a reasonable rental should be allowed. 
On the question of general assistance from the central organization it is 
recognized that the California Company has probably been able to raise 
capital at a lower rate of interest than would have been obtainable without 
the backing of the A. T. & T. Co., but, on the other hand, on the value of 
development services the Commissioners say : 

“‘ Without question much has been done and a service is rendered to the public 
by a co-ordinated system under one management, and this organization is in public 
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interest, but practically all other industries, such as the electrical industry, have 
been greatly developed, possibly to a greater extent than the telephone, in the last 
twenty years, without the one controlling management.” 


Finally, on this subject of the charge for the services of the A. T. & T. 
Co., the award proceeds : 


“The evidence indicates that a considerable portion of the services rendered 
by the American company, for which the 4} per cent. charge is made, are incurred 
in connection with supervision, administration, and planning of construction. A 
considerable portion of the charge should be prorated to capital account rather 
than charged up to the present consumers through operating expenses. Neither 
applicant’s representatives nor persons in the direct employ of the American 
company, who appeared, were in a position to advise definitely on this matter. It 
is apparent, however, from the evidence that the subscribers should not pay as 
operating expenses at this time, the total 44 per cent. charge. They should bear 
only that proportion which can reasonably be charged to operating expenses. As 
to what might be chargeable to capital, we do not believe that any of the capital 
now installed should be increased to cover any of the supervision costs until and 
unless applicant and its administrative body, the American company, can submit 
adequate proof to this Commission of the cost involved in this service. At the 
present time and with the evidence before us, we must conclude that applicant 
is receiving fair treatment if it is allowed to include as a reasonable operating expense 


on the 1924 basis the sum of $400,000 to cover these administrative and supervision 
costs.” 


The corresponding figure in the estimate put forward by the California 
Company was $500,000. 

Some remarks by the Commissioners on the company’s estimate of 
Depreciation may also be of interest. They say: 


“The depreciation reserve accumulated by the company has been largely 
invested in its operative property on which a return is allowed, or in property 
under construction on which interest during construction may be capitalized. It 
appears, therefore, that in using a cost undepreciated basis a return is allowed upon 
the re-invested depreciation. The public should have credit for this earning. Ifa 
straight-line depreciation is to be followed, then the accrued depreciation on a 
straight-line basis received from the public through rates should not be included in 
the sum upon which a return is allowed.” 


With this excuse for rejecting the straight-line basis used by the 
company, the Commission substitutes a 5 per cent. sinking-fund basis 
and reduces the company’s estimate of depreciation by nearly a million 
dollars a year. 

The rate base for which the company had taken reproduction cost, 
was reduced from $66,147,000 to $58,681,000. 

On the rate of return which might be expected to result from these 
adjustments the Commission says : 


“ Applicant submitted exhibits showing that under the rates which it proposed 
and its operating expenses, including depreciation computed on the straight-line 
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basis, the net earnings for return would be approximately 51 per cent. on its claimed 
rate base of $66,147,000.” 
* % 2 * * * 

“The rates herein found reasonable would result, applied on the 1924 basis 
herein used, in an estimated return of approximately 6°5 per cent. on the rate base. 
It is expected that in the future with increased efficiency and co-ordination of its 
system, applicant should earn a greater return.” 


The increase from the 5°1 per cent. estimated by the company to the 
6'5 per cent. estimated by the Commission is of course mainly due to the 
reduction in the amount assumed for depreciation. 

To be in the position of having to prepare estimates which will be 
subjected to this sort of treatment can scarcely be pleasant for the 
companies and their officials, though no doubt they develop a certain 
skill in the preparation and presentation of them which ensures that the 
public shall not find their utility services regulated out of existence. But, 
however uncomfortable it may be, it is good for us all to be subject to 
exposure to the strong light of informed criticism, and one must believe 
that the case of the American public-utility undertakings is no exception. 
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{It will be the object of the Reviews of Books in the JourNAt to cover the | 


whole ground of the literature produced in the preceding quarter which may have 
a bearing upon public administration. By this means, it is hoped, some assistance 
will be given to the student and some direction to the general reader. A judgment 
of the value of the books will be attempted, as a portion of the ordinary duty of 
criticism, but the particular value of the book in its relation to the advance of 
the science of public administration will be regarded as the paramount criterion.] 


I 


Government and Industry 


“Simplified Practice’”—an Outline of the New Industrial Policy. By Ceci 
CHISHOLM. (Chapman & Hall.) t2s. 6d. 

THIs is a book for which administrators—and particularly administrators 
concerned with industrial problems—have been waiting. The policy of 
the Department of Commerce of the United States under the Secretaryship 
of Mr. Hoover, as expressed through its Bureaux of Simplified Practice 
and Standardization, has attracted some attention in Great Britain. 
But reference to it has tended to be partial or ephemeral. The studies 
which have appeared have usually formed part of a larger survey of 
American industrial conditions. Thus The Secret of High Wages, 
the Report of the Mackenzie delegation, Mr. Ramsay Muir’s America 
the Golden, and the Report on Industrial Conditions in the United 
States, recently published by the International Labour Office, have each, 
from their several angles, expressed their appreciation of the work of the 
Department as an integral factor in American prosperity. But their 
publications have lacked both the detailed background and the authorita- 
tive knowledge of the commercial elements in the problem necessary to 
present a clear picture of the activities of the Department to British 
readers and to relate its experience to European conditions. 

Mr. Chisholm meets both these requirements. For a number of years 
he has been in close contact with Mr. A. W. Shaw who, as Chairman of the 
Commercial Economy Board, was virtually the founder of “ Simplified 
Practice’’ in the United States. As consulting editor to the English 
edition of ‘‘System,’’ he has made a close and practical study of European 
industrial and commercial developments. Thus, he describes the growth 
of the simplification movement in America, the methods pursued by the 
Department, and the results achieved. In addition, he details the efforts 
to develop a similar policy which have been made in this country, discusses 
the advantages and the disadvantages, and indicates the limitations to 
any slavish imitation of the methods of Washington. 
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On the other hand, he is whole-heartedly in favour of a wide extension 
of Simplification and Standardization in British industry. ‘‘ The tendency 
is, unfortunately, for English industries to contain only a few very keen 
pioneering firms, which make world records of efficiency, with a tragic 
tail of poorly managed and inefficient businesses. The variations between 
individual British firms are astounding. They are at the heart of our failure 
to scll abroad in many cases—for the weakest link in the chain can easily 
cripple an industry in world trade.” 

Two points in his study are of special interest to the public 
administrator. 

It is quite clear that the Bureau of Simplification is developing at 
Washington what is practically a new technique in the participation of 
State authorities in industrial questions. There is a strong prejudice 
among business men in Great Britain against what is called “‘ government 
interference.’’ A similar prejudice exists in the United States. But 
the most pronounced individualist could not possibly take exception to 
Mr. Hoover’s methods. 

One of the classic examples of the success achieved by the Bureau 
was in the Paving Brick industry where 66 varieties, formerly manu- 
factured, were reduced to 4. Mr. Hoover, in addressing the first con- 
ference of those interested, said: ‘‘ This administration coming to 
Washington felt that it could perform a service to manufacturers if it 
acted as a centre point around which their own co-operative action could 
take place. It is not the desire of this Department to enter into any 
compulsory methods. I do not believe that the impulse and progress of 
American industry can come from Government legislation or interference ; 
but there are occasions, I think, when the friendly help of the Government 
can furnish a centre point or rendezvous for the communication and 
discussion of manufacturing groups, and related professions and trades.”’ 

The extent to which simplification has already been carried in certain 
directions in this country will be a surprise to many readers. In the 
paper-making industry, chiefly as the result of the personal influence of 
Mr. Howard Hazell, great progress has been made. Mr. Chisholm pays a 
well-deserved tribute to the unequalled work of the British Engineering 
Standards Association. To take but two examples, tramrail sections 
have been reduced from 75 to 4 varieties and steel telegraph posts to 
4 types. 

But as he rightly insists “ the rapid and widespread adoption of a 
standard cannot be obtained by waiting for its superiority to common 
practice to become evident through trial and error.’’ Moreover, the 
formation of standards and simplification schedules along sound lines 
is a difficult and delicate process demanding the co-operation of many 
interests, including consumers of all grades as well as manufacturers. 
Such tasks call for the initiative of some national body which can both 
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assist those immediately concerned and can guarantee the disinterested- 
ness and seriousness of the undertaking. It is this aspect of the work of 
the Department of Commerce which is most novel. Without employing 
compulsion or regulation, it has used the authority and resources of the 
State both to guide associations of employers in the voluntary adoption 


of simplification schedules and to disseminate a general knowledge of the | 


advantages to be gained by adhering to them. 

The lack of any such central body in this country prevents the rapid 
adoption of a policy essential to our industrial prosperity. At the same 
time, within their own sphere, central and local authorities are apt to 
make difficulties for the individual manufacturer who wishes to apply 
a policy of simplification to his own factory. For instance, in 1923, 492 
undertakings distributing electricity were supplying alternating current 
only, alternating and direct current only, alternating current 3-phase, 
and alternating current I- and 2-phase only, in various proportions. 
Frequencies varied from 25 to 100 cycles with a number of intermediate 
standards, pressures from 100 to 3,000 volts. These permutations and 
combinations facing the manufacturer of electrical equipment add an 
inestimable burden to the cost of running the industry and to the 
consumer. 

Mr. Chisholm’s book is a most valuable and practical treatment of 
one of the most important phases of modern industrial policy. It provides 
a comprehensive review of the whole question of simplification previously 
lacking in this country. At the same time, it is commendably short. 
In view of its importance it is to be regretted that the publishers could not 
see their way to issue it at a more popular price. 

L. URwIcK. 


II 
The Science of Public Administration 


Introduction to the Study of Public Administration. By Lronarp D. WHITE. 
(Macmillan.) Pp. 495. 14s. 

Many of us must have wondered sometimes whether there could be such 
a thing as a science of public administration, and if there were such a 
thing, what exactly it is. And now Professor White, of Chicago, comes 
along with an Introduction to the Study of Public Administration. 
We look with interest to see what he has made of it: and not in vain, 
for he has succeeded in presenting a clear, definite, and coherent picture. 

The subject means to hiin the science of constructing and operating 
the machinery of government. With the question what should be the 
functions of government he is not concerned, nor with the relations 
between government and governed which arise through the exercise of 
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those functions, except in so far as they affect the design of the machine 
itself. His subject-matter is not that of the political philosopher or of 
the constitutional lawyer. He is dealing, as he says, with the “‘ business 
side of government,’’ and in doing so is venturing into unexplored 
waters. He assumes that “‘ administration has become, and will continue 
to be, the heart of the problem of modern government.” 

A study from this point of view of the growth and working of American 
instruments of government is bound to be of peculiar interest : no other 
country presents so wide and varied a range of experiment, conducted, 
fortunately for the student, under conditions which leave little scope 
for the American passion for standardization, and very free play for 
that other American passion for inquiry and investigation. These cir- 
cumstances lend to Professor White’s treatment of his subject a peculiarly 
realistic character which, aided by a lucid and often distinguished style, 
makes it very good reading. The book is well documented and obviously 
embodies the results of a wide study of the subject. 

The history of administration in the United States presents one salient 
feature. The creation of the efficient political machine, which is a necessary 
accompaniment of a democratic constitution, preceded the creation of an 
efficient machinery of government. Hence the “ spoils” system, from 
which the nation has for nearly a century been struggling to free itself. 
It is not without interest to observe that that system originated in the 
fear felt by Andrew Jackson lest an un-American bureaucracy should 
establish itself. He expressed himself in terms with which public servants 
are even in these days not unfamiliar. 


“‘ The duties of all public officers,” he wrote to Congress in 1829, “‘ are, or at 
least admit of being made, so plain and simple that men of intelligence may 
readily qualify themselves for their performance: and I cannot but believe that 
more is lost by the long continuance of men in office than is generally to be 
gained by their experience.” 


That principle once established, the rest was easy and inevitable. The 
political machines seized the opportunities thus bountifully provided 
and the public servant became a creature of the party caucus. 

Conditions which were in some respects similar preceded in this country 
the Trevelyan reforms and the creation of the modern civil service ; 
but the tradition of a permanent service, and the absence of anything 
corresponding to the American party machine, rendered the effects of 
the patronage system in the British Civil Service, though bad enough, 
far less obnoxious to the public welfare. It is, however, perhaps as well 
that the Civil Service Commission was created and the principle of recruit- 
ment by competitive examination established, before the full effects of 
the Reform Act of 1867 developed. 

It is in these circumstances small wonder that Professor White's 
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study of his subject is dominated by the idea of efficiency. In the long 
struggle to eliminate the “spoils” system from Federal State and 
municipal government, efficiency was the only possible rallying cry, 
and in recent years welcome aid has come from another quarter. The 
principles of the new science of industrial management—itself a product 
of American thought—have been seen to be applicable to public service 
as well as to private enterprise. “‘ This book,” says Professor White in 
his preface, “‘ assumes . . . that the study of administration should start 
from the base of management rather than the foundation of law ”’ (p. vii). 
And again, in a pregnant sentence, ‘‘ Most of the present book is a com- 
mentary on the manner of making morale ” (p. 246). It is this point of 
view which gives to the study its freshness and, to an important degree, 
its interest for the British reader. He will feel throughout that the author 
has his gaze firmly set on the fundamentals of an efficient service. Lest 
he may say that they are fundamentals with which he is perfectly familiar 
—and many of Professor White’s conclusions may seem in British eyes 
a little obvious—let him remember the recent observation of the Prime 
Minister, that platitudes are truths which we commonly ignore. 

Professor White has drawn largely upon British material and 
experience, including the contributions to administrative science of our 
own Institute, of whose work he expresses his appreciation in generous 
terms. In one respect his use of that experience seems inadequate. He 
is, like many other people, in obvious difficulties with promotion, and 
shows indeed a certain inclination to give it up. 


“None of the four possible bases of promotion, seniority, service ratings ” 
(i.e. marks based on periodical reports), ‘‘ competitive examination, and official 
discretion, are uniquely or universally applicable. Some combination of two or 
more, adapted to the general political and administrative environment, to the 
number and character of the candidates, and to the nature of the position, may 
be presumed to give the most satisfactory results. The precise combination must 
be worked out by the responsible administrator ”’ (p. 320). 


Now it will probably be agreed that we in this country have reached 
conclusions not perhaps complete and universally accepted, but at any 
rate rather more definite than Professor White’s: and when the time 
for a second edition comes, we would invite his special attention to the 
principles and practice of this country in dealing with the problem, and in 
particular to the national scheme of 1920 and the experience which has 
been gained under it. 

Where so much is good, it is no easy matter to single out particular 
topics for special mention ; but a tribute must be paid to the treatment 
of the important subjects of administrative regulations and the control 
of administration by the Courts in chapters 18 and 20. It is brief, 
but judicially and admirably done, and goes to the heart of a subject 
which is of especial and, it may be added, of controversial interest in 
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this country at the present time. Professor White’s own conclusions 
are, it would seem, represented by a quotation from Goodnow. 


“It is certainly true that large judicial control over administrative action ”’ 
(it must be remembered that he is dealing with American conditions and practice) 
“is incompatible with administrative efficiency, and the days in which we live, 
the days of the factory, the mine, the railroad and the great industrial corporation, 
the tenement and the slum, make greater social control over individual action 
an absolute necessity. Effective social control is possible only where the adminis- 
tration is efficient. That being the case, it is inevitable that judicial control 
over administration must be curtailed” (p. 448). 


Nor is this view entirely repugnant to the legal authorities : for, we learn, 
there is a range of administrative questions upon which the Supreme Court 
of the United States has refused to substitute its judgment for the 
judgment of the Interstate Commerce Commission. This attitude does 
not “ rest upon any statutory limits on the right of review. It rests ona 
statesmanlike comprehension of the purpose and function of administra- 
tive enforcement, and of the importance of expert decision upon questions 
of great economic importance ”’ (p. 462). 

Enough has, we hope, been said to indicate that in this volume we 
have an analysis and criticism of the history and practice of public 
administration in the United States which is of real interest to the British 
reader. That great country is still, it is clear, engaged in hammering 
out a sound, effective, and disinterested system of administration. The 
spoils system still prevails over large areas of the field of government. 
The relations between permanent officials and Congress and the Senate 
are far from settled. As late as June, 1924, it was necessary for the 
President to remind the public service that “under the Budget and 
Accounting Act the only lawful Estimates are those which the Chief 
Executive transmits to the Congress. It is these Estimates that call for 
your loyal support. . . . I herewith serve notice again as Chief Executive 
that I propose to protect the integrity of my budget.” Although the 
tendency is for the machinery of government to become gradually more 
closely knit and built up—for chains of responsibility to be created—the 
tradition of direct election dies hard, especially in state, county, and 
city government. About 750,000 public officials, we are told, still 
hold their mandate directly from the people. The country is still 
for the most part governed by representatives of rural areas. Ma 
Ferguson and the Fundamentalists of Tennessee are live political forces 
with which Professor White has to reckon in his search for the founda- 
tions and principles of good administration. He himself writes from the 
home town of Big Bill Thompson. And whether for these reasons, or in 
spite of them, he has produced a contribution of no mean order to the 
study of public administration. H. N. B. 
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